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LETTER OF TRANSMITTAL 


Santiago, Chile 
April 1954 
Sit, 


I have the honour to transmit to you the fifth Economic Survey of Latin America, 
covering the year 1953. 


The somewhat greater length of this Survey in relation to previous surveys is due 
to the introduction of various themes which have not previously been included. For ex- 
ample, there is a chapter on monetary problems and, in the chapter on mining produc- 
tion, sections have been added dealing with coal and sulphur, in view of the growing 
interest in these commodities for the economies of many countries in Latin America. 


Present and potential forestry resources of the region and their importance to the 
economies of the various Latin-American countries are analysed in a valuable chapter, 
prepared by the secretariat of the Food and Agriculture Organization of the United 
Nations, which is included as an appendix at the end of this Survey. 


I wish to emphasize that the study of tendencies in the gross product, consumption 
and investment of the region, which was begun in the Economic Survey of Latin America 
1951-52, has been continued in the present Survey. It now covers a larger number of 
countries, and the scope of the analysis has been widened. 


I may add that this is the first time that the survey is appearing in printed form 
without having been presented in a provisional edition at a session of the Commission. 
It should also be noted that, in view of statistical difficulties, some of the data in this 
Survey are incomplete and many figures for 1953 should be considered as provisional 
and subject to revision at a later date. 


Accept, Sir, the assurances of my highest consideration. 


(Signed) Rat. PREBISCH 
Executive Secretary 
Economic Commission for Latin America 


The Hon. Dag Hammarskjold 
Secretary-General 

United Nations 

New York, N. Y. 


iii 


EXPLANATION OF SYMBOLS 


The following symbols have been used throughout this Survey: 
Two dotes (..) indicate that data are not available or are not separately reported 
A dash (—) indicates that the amount is nil or negligible 
A minus sign (—300) indicates a deficit or a decrease 
A full stop (.) is used for decimals 
A comma (,) is employed to distinguish thousands and millions 
A slash (/) indicates a crop year or fiscal year, e.g. 1952/53 


Use of a hyphen (-) between dates representing years, e.g. 1948-53 normally signifies 
an annual average for the calendar years involved, including the beginning and end 
years. “To” between the years indicates the full period, e.g. 1948 to 1952 means 
1948 to 1952, inclusive 


References to “tons” indicate metric tons, and to “dollars” United States dollars, unless 
otherwise stated 


Minor discrepancies in totals and percentages are due to rounding 
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Chapter I 


TRENDS OF ECONOMIC GROWTH IN LATIN AMERICA 


I. GENERAL TENDENCIES 


1. Decline in the rate of economic growth 


Figures available at the end of 1953 reveal that during 
the year there was a pause in the intense rate of growth 
in the gross product which Latin America had experienced 
since the end of the World War and which had made pos- 
sible an increase of one-third in the stock of capital and 
substantial progress in industrialization, towards which 
both capital and labour resources had been preferentially 
directed. During the post-war period, a number of funda- 
mental factors contributed to the achievement of one of 
the highest growth rates in the world. Among such factors 
was the substantial improvement in the terms of trade, 
which, besides enabling the gross product to expand faster 
than output, made it possible for investment to increase 
without prejudicing consumption. The latter, in turn, was 
able to rise more rapidly than output. Another factor was 
the liquidation of foreign exchange reserves accumulated 
during the war, through which available goods and serv- 
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ices advanced proportionately more than the gross product. 
The aggregate result was a considerable enlargement of 
productive capacity, stimulated by private investment 
plans and the economic development programmes of pub- 
lic development institutions founded in the late thirties or 
early forties. The expansion was further encouraged by 
the rapid upward movement in consumer demand caused 
by higher per capita incomes and the increase in wages 
and salaries per employed person. 


These features were not in evidence during 1953. The 
investment rate—including both new capital and the main- 
tenance or repair of existing capital—represented only 
14.3 per cent of the gross product, after having approached 
18 per cent during the earlier, exceptional period. It per- 
mitted an increase of less than one per cent in the 
per capita gross product—as compared with a rate of 4.2 
per cent during 1945-51 (see chart 1)—which was entirely 
due to the terms of trade, since the growth of output was 
below that of aggregate population or the labour force; 
in other words, there was a decline in output per employed 
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person (See table 1 and chart II.) This appears to be the 
result firstly of the low investment coefficient and secondly 
of the output-capital ratio, which was the lowest during 
the entire post-war period. This, in turn, was due to a 
decline in the utilization of the available productive capac- 
ity as a result of the general contraction in demand caused 
by restrictive policies in some countries and by changes 
in income distribution. 


Table 1. Latin America: Annual rates of per capita 


growth, 1945-53 


(Percentage of cumulative variation) 


1945-51 1951-53 1953 1945-53 
Output reine ie tai 2c —0:7. —1:0 1.6 
Gross Product snc ce. eis meine 4.2 —1.0 0.4 2.9 
Available goods and services.. 5.1 he =3.2 3.2 
Come umiptiion yey. t-yeus -popeys ore Ay IE Ne) 2.9 
Invest Gt ios. facet saign, sueusues « oh — 6.45 — 10.0 5.2 


Sources and methods 
Based on tables I and V of the statistical appendix. 


2. The terms of trade 


The developments described occurred in spite of the 
fact that in 1953 the terms of trade had been sustained at 
a high and favourable level. Nevertheless, it should be 
noted that these terms, although apparently favourable 
when viewed in a regional context are the result of diver- 
gent tendencies in individual countries and commodities. 
Thus, an improvement in the relative prices of coffee and 
cocoa, so important in determining the over-all level of the 
terms of trade coincides with a deterioration in respect of 
most other Latin-American primary products, greatly af- 
fecting the economies of many countries. This emphasizes 
the vital importance of the problem of export raw material 
prices to the countries of the region. 


Conversely, the effect of the terms of trade on the growth 
of the per capita gross product has been declining moder- 
ately since 1950. (See chart III.) More serious, however, 
was the decline during 1951-52 in the utilization of the 
gains from the terms of trade for purposes of investment, 
an element undoubtedly influenced by adverse prospects 
for export prices and quantum. In 1953 there was the addi- 
tional impact of restrictive policies adopted in varying 
degrees by a number of Latin-American countries. 


3. Restrictive economic policy 


The substantial loss of international monetary reserves 
—due mainly to the high 1951 import level—and the ag- 
gravation of inflationary tendencies compelled certain 
countries to adopt restrictive measures in both the public 
and the private sectors. These measures, in conjunction 
with a stronger resistance to the contraction of consump- 
tion, had the effect of reducing the investment rate in 1953 
to the lowest level since 1945, despite the fact that Latin 
America was still enjoying relatively favourable world 
trade conditions in respect of quantum of exports and 
terms of trade. It underlined the sensitivity of Latin 
America’s economic growth to changes in the world situa- 
tion. 

To appreciate the new course followed by governments 
in their economic policies it is well to recall the role of 
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Table 2. Latin America: Public expenditure on goods and services, 1945-53 
(Millions of dollars at 1950 prices) 


Public expenditure Relation to the total of Public expenditure 


Col. (A) as 
Years Tolal Consumption Investment Consumption Investment of fio Nahe eed peasy cE 
goods and of total of total 
(percentage) services consumption investment 
(A) (B) ©) (D) (E) (F) @ (H) 
LOAB eee 4,331 2,991 1,340 69.1 30.9 1 
LORG eopien din 4,985 3,419 1,566 68.6 31.4 le ise aoe 
Ce et oi 4,635 3,268 1,367 70.5 29.5 13.8 (us 26.6 
Co ree 5,525 3,504 2.021 63.4 36.6 16.3 12.6 33.0 
POAC she ty 6,210 4,147 2,063 66.8 33.2 17.6 14.3 32.1 
RCT eet 6,758 4,605 2,153 68.1 31.9 18.2 14.9 34.4 
POS FN. 6,763 4,552 2.211 67.3 32.7 16.9 13.5 34.5 
iC eee 6,494 4,478 2.016 69.0 31.0 16.0 13.1 31.2 
ose ee oe 5,763 3.780 1,983 65.6 34.4 14.3 11.0 33.3 


a a eer a a a ap a a pe eu 
Sources and methods 


Figures are based on available data from nine countries. Some were taken from official sources, for others, data on 
public finance appearing in the United Nations Statistical Yearbook, 1952, were used. For greater detail, see table 13 and 
table XIII of the statistical appendix. : 

Currency values for each country were expressed in dollars at 1950 prices in accordance with the procedure adopted 
and explained in the Economic Survey of Latin America, 1951-52, in the general note at the end of chapter I dealing with 
the gross product. 

Col: FA: Col. (B) plus col. (C). 

_ Col. (B): Includes all current government expenditure on goods and services (excluding transfers). Data for the 
nine countries were weighted for the whole of Latin America by using the ratio for each year between total expenditure 
on consumption for the entire region and aggregate expenditure on consumption in the nine countries. 

Col. (C): Total Latin American public investment was also estimated on the basis of the nine countries. The method 
was similar to that used for col. (B), in this case using the ratio for each year between gross investment for all Latin 


America and that of the nine countries. 
Col. (D): Col. (B) as percentage of col. (A). 
Col. (E): Col. (C) as percentage of col. (A). 


Col. (F): Col. (A) as percentage of col. (C) of table IV of the statistical appendix. 
Col. (G): Col. (B) as percentage of col. (B) of table V of the statistical appendix. 
Col. (H): Co = (C) as percentage of col. (C) of table V of the statistical appendix. 


‘the public sector during the early post-war years. During 
and after the Second World War the Governments of many 
Latin-American countries embarked upon vast develop- 
ment programmes assisted by accumulated foreign ex- 
change reserves and by investment projects prepared by 
the newly-formed development institutions. In 1945, 1946 
and 1948, public investments increased to 41.2, 36.5 and 
33.0 per cent, respectively, of all fixed investments, and 
during the whole 1945-53 their share stood at an average 
of one-third of the total. (See tables 2 and 3.) Govern- 
ments pursued a policy of rapid industrialization and eco- 
nomic development, not only through direct public invest- 
ment, but also by means of other important fiscal and eco- 
nomic measures. In the international sphere the substitu- 
tion of domestic goods for imports was favoured, and, 
simultaneously, imports of capital goods were encouraged 
by exchange subsidies. Credit policy favoured industrial 
expansion and, in consequence, the shift of resources from 
agriculture to industry. Linked with the improvement in 
the terms of trade, this permitted a rise in the level of real 
income in the wage-earning sector, which resulted in the 
acceleration of economic development through the addi- 
tional stimulus of growing demand. 


Some important aspects of these Government policies 
have been reversed in 1953. The most significant of these 
changes are the following: (a) a decline in fiscal expendi- 
tures on goods and services for investment and consump- 
tion, after attaining a peak in 1950 and 1951 (as a con- 
tributory factor, mention should be made of endeavours to 
eliminate a budgetary deficit; (b) a severe reduction 
in imports by means of devaluation and modifications 


in exchange control policy; subsidies on capital goods 
imports were not entirely abandoned, however, since the 
new systems establish preferential exchange rates; (c) 
credit restrictions to arrest inflationary tendencies and 
their pressure upon the balance of payments; and (d) the 
stabilization of prices and wages. 


Table 3. Latin America: Ratio of public expenditures 
to the gross product, 1945-53 
Public expenditure Public expenditure 
Total Investment Total Investment 
Years (millions of dollars at (percentage of gross product) 
1950 prices) 
(A) (B) (C) (D) 
OWS cre arerarerenns 4,331 1,340 15.8 4.9 
LOAG\s shoertecr 4,985 1,566 16.2 Syl 
OY Wes Bers caper. setae 4,635 1,367 13.8 4.1 
TOAST. sec. operat oness 5,925 2,021 16.0 5.8 
OAS cranes secs 6,210 2,063 17.4 5.8 
TOS OS eae ees 6,758 2,153 17.6 5.6 
MOS Hs 24 6,763 22201) 16.8 55 
LOS 2s fasts is. 6,494, 2,016 16.1 5.0 
1953.64 oe awe 5,763 1,983 13.9 4.8 


Sources and methods 
Col. (A): Table 2, col. (A). 
Col. (B): Table 2, col. (C). ; 
Col. (C): Col. (A) as percentage of col. (B) of table I of the statis- 


tical appendix. 


Col. (D): Col. (B) as percentage of col. (B) of table I of the statis- 
tical appendix. 
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4. Restriction of imports and decrease in available goods 
and services 


While the per capita gross product rose by 0.4 per cent 
in 1953, the level of goods and services available per capita 
fell by 3.2 per cent, owing to a decline in imports by more 
than one-fifth. This decrease in imports despite the relative 
stability of exports, the terms of trade and the capacity 
for external payment (see table 4 and chart IV), is one of 
the more significant developments in Latin America during 


1953. 


Table 4. Latin America: Ratio of the capacity for 
external payments and investment to the gross product, 


1951-53 


Capacity for 


Capacity for 
external payment Investment 


external payment Investment 


Years Absolute figures 


(millions of dollars at (percentage of the 


1950 prices) gross product) 
(A) (B) (C) (D) 
LOST eo te 7,739 6,404 19.2 15.9 
OGD eee 6,939 6,454 WPA 16.0 
LOSS eee 7,242 5,954 17.4 14.3 


Sources and methods 


Col. (A): Col. (C) of table VI of the statistical appendix. 

Col. (B): Col. (C) of table V of the statistical appendix. 

Col. (C): Col. (A) as percentage of col. (B) of ah e I of the statis- 
tical appendix. 

Col. (D): Col. (B) as percentage of col. (B) of table I of the statis- 
tical appendix. 


For figures prior to 1951, see Economic Survey of Latin America, 
1951-52, table 9. 


The real value of Latin-American exports was well main- 
tained in 1953 and has been exceeded in the post-war 
period only by the spectacular level of 1951. This was due 
to favourable terms of trade, since the export quantum 
remained at the virtually sttaionary post-war average. As 
in other years of the 1945-53 period, the capital inflow 
was insignificant, amounting to less than 2 per cent of the 
gross product, while the capacity for external payment 
remained relatively stable. In 1953, remittances of profits 
and interest plus the outflow of capital exceeded the capital 
inflow, so that the capacity to import was somewhat lower 
than the real value of exports, but was the highest during 
the post-war period with the exception of 1951. Actual 
imports, however, were 14 per cent less than the capacity 
to import. (See chart V.) This disparity was the result of 
the policy aimed at safeguarding gold and foreign ex- 
change reserves and of the substantial repayments of short- 
term credit, the highest in the past eight years. 


The following factors may be cited in explanation of 
the significant increase in reserves—also the highest in the 
post-war period with the exception of 1950—and in the 
repayment of short-term credit. With the fall in price 
of most primary commodities, almost all Latin-American 
countries feared a deterioration in their capacity for ex- 
ternal payments, and consequently restricted imports. The 
concern caused by inflationary pressures likewise encour- 
aged the application of import restrictions. 


Another factor of importance in determining this policy 
resided in the temporary balance-of-payments difficulties 
of these expanding economies. They resulted in the para- 
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Table 5. Latin America: Coefficients of the composition of imports with regard to 
available goods and services, consumption and investment, 1951-53 
eee ee OE en eee ee Pee 


Capital goods Consumer 
asa goo 
Years percentage of 
investment 

(A) (B) 
LOS me 39.3 TA 
TOG QF eae cots ce 38.0 al 
TOSS Se eRAS, cues ailleth 6.1 


(as a percentage of consumption) 


Raw Total imports as a 
materials Fuels percentage of 
available goods 

and services 


(C) (D) (E) 

3.8 1.8 17.2 
3.1 2.0 16.3 
2.9 2.0 13.6 


eee a are AAA Al ana 
Sources and methods 
Col. (A): Col. (E) of table VII of the statistical appendix as percentage of col. (C) of table V of 


the statistical appendix. 
Cols. (B), c 


tively, as percentages of col. (B) 


) and (D): Cols. (B), (C) and (D) of table VII of the statistical appendix, respec- 
of table V of the statistical appendix. 


Col. (E): Col. A of table V of the statistical appendix as percentage of col. (A) of table VII of 


the statistical appendix. 


For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 11. 


doxical situation that, while Latin America as a whole 
recorded an increase in monetary reserves, some coun- 
tries were obliged to bear the burden of repaying short- 
term credits contracted on relatively onerous terms. 


As a consequence of the reduction in imports, available 
goods and services per capita underwent the decline men- 
tioned above, in spite of the small increment in the gross 
product. (See table 5 and chart VI.) The post-war pattern 
of consumption and investment expenditure in the region 
clearly illustrates the impact of economic policy and the 


Chart VI 
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behaviour of the private sector, besides that of external 
factors and pressures, on the channelling of resources. 


5. Investment expenditure 


The role of public investment in stimulating output and 
economic growth during the early post-war years, and the 
sharp decline in such investment since 1951, have already 
been mentioned. Private investment in Latin America, 
which accounts for approximately two-thirds of all in- 


Chart VII 
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vestment in fixed capital, followed the lead of public in- 
vestment during the post-war years. Stimulated by the 
many factors which contributed to economic growth, pri- 
vate investment initially rose at a somewhat slower rate 
than public investment, but accelerated later and reached 
a peak in 1952. (See chart VII.) In contrast, public in- 
vestment had attained its maximum earlier and had already 
begun to decline. In 1953, however, private investment also 
took a downward turn, which suggests that, in addition 
to other influences affecting private investment prospects 
during 1953, the decrease in public investment, by influ- 
encing the rate of growth, reduced expectations and, there- 
by, the rhythm of private investment. Latin America’s ex- 
perience since 1945 appears to indicate that not only public 
investment but also the expansion in the Governmental 
share of aggregate expenditure on investment and con- 
sumption—from 16.2 per cent in 1945 to 17.5 in 1950 (see 
again table 4 and charts VIII and IX) —served as a 
stimulus to private investment, while the decline in the 
governmental proportion of all expenditure—to 14.2 per 
cent in 1953—discouraged private investment. Put in an- 
other way, the positive role of public expenditure to en- 
sure economic growth would seem to have been more im- 
portant than the negative effect of taxation on private and 
ageregate savings. It may also be that the anticipations 
of entrepreneurs were affected by the weakening in effec- 
tive demand caused by regressive income redistribution. 


6. Consumption trends 
In spite of the rapid growth of the gross product during 
the post-war period, the share of available goods and 
Chart VII 
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LATIN AMERICA: PUBLIC EXPENDITURE AS 
A PERCENTAGE OF THE GROSS PRODUCT, 
1945-53 
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services devoted to consumption declined from 87.5 per 
cent in 1945 to 82 per cent in 1948 and 1949, while the 
level of per capita consumption rose 17 per cent. This de- 
cline in the proportion of available goods and services for 
consumption, although permitting an increase in the real 
level of per capita consumption, also made possible an 
unprecedented rise in the investment rate for Latin 
America from 11.9 per cent in 1945 to 17.7 per cent in 
1948, and the exceptional economic growth in the post-war 
period. Between 1945 and 1951, per capita consumption 
advanced at an anuual rate of 4.5 per cent, while per capita 
investment expanded at the annual rate of 9.1 per cent. 
This development was facilitated by the increasingly fav- 
ourable influence of the terms of trade upon the quantum 
of available goods and services and the liquidation of for- 
eign exchange reserves. It was relatively easy for Gov- 
ernments to capitalize the benefits from the terms of trade 
by means of exchange controls, import restrictions and 
other fiscal and monetary measures. 


Conversely, since 1949—and especially since 1951—an 
increasing share of a volume of available goods and 
services increasing at a lower rate has been devoted to 
consumption. Correlatively, the investment coefficient has 
declined to the lowest level since 1946, and the rhythm of 
economic growth has been arrested. The rate of increase 
of available goods and services in 1953 was so slow that. 
although a greater proportion was destined for consump: 
tion, the level of per capita consumption declined from 212 
dollars in 1952 to 208 dollars in 1953. Three main factors 
contributed to this result. Although it was relatively easy 
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Chart X 


LATIN AMERICA: SALARIES, WAGES AND OTHER WAGE EARNING 
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to funnel most of the benefits of the terms of trade into 
capital formation during the early post-war years, the 
urgent need for immediate improvements in the standard 
of living made the capitalizing of these benefits more difh- 
cult after 1949. The rate of growth of the gross product 
decreased after that year and the available margin for in- 
vestment was increasingly affected in proportion to the 
smaller increment. The fact that available goods and serv- 
ices did not increase in 1953, while consumption levels 
were maintained, caused a drop in investments. Thus the 
relatively low levels of per capita income in most coun- 
ries of the region place strong pressure upon the use of 
available goods and services for consumption. Even more, 
sonsumption expenditure is relatively inelastic during 
periods of contraction. Asa result, it is investment expendi- 
ure that is restricted in such a case. 


7. Post-war income distribution 


It is evident that an analysis of the role played by the 
yublic and private sectors in directing resources towards 
onsumption and investment is incomplete without an 
xamination of the changes in income distribution during 
he post-war period and in 1953. Unfortunately, the data 
vailable on income distribution in Latin America are 
canty, undeveloped, and less reliable than information 
mn output and investment, and they do not enable a study 
f this nature to be made. 


‘Nevertheless, figures for some countries indicate that 
n 1953 income distribution became less favourable for 
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the wage-earning sector than for those receiving property 
income. Thus a trend became more marked which, during 
the 1945-52 period, was clearly evident only in the case 
of Brazil (see chart X), but which had been conspicuous 
in Mexico. and, to a lesser degree, in Chile and Argentina 


during the Second World War. 


Various factors contributed to produce a redistribution 
process in these cases and to keep the share of labour in 
income relatively stable in others. First, the rapid rate of 
growth of the gross product, especially of available goods 
and services, enabled the per capita remuneration of the 
working population to increase even where there was no in- 
crement, or there was even a decline, in the proportion 
of wages to aggregate income. Secondly, the shift of 
under-employed labour from agriculture to industry 
brought about an increase in productivity that, in the 
majority of cases, was not followed by a corresponding 
rise in wages and salaries. Lastly, the method by which 
heavier public and private investing was financed during 
the war and post-war periods, that is, the inflationary ex- 
pansion of credit, necessarily led to a redistribution of in- 
come. 


While it is not proposed to analyse the causes of the 
credit expansion here, it should be noted that it was mainly 
due to the deliberate policy of fiscal and monetary authori- 
ties and of development institutions directed towards a 


1See ECLA, Economic Survey for Latin America, 1951-52, docu- 
ment E/CN.12/291/Rev.2 (United Nations publication, Sales No. 
1953.11.G.3), chapter I and table 65. 
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Table 6. Latin America: Annual rates of variation 


(Percentage of cumulative variation) 


Active population 


Sect 
ica 1945-50 1950-53 1945-53 


Gross product Gross product per worker 


8 ee as ie ee ee 


Agriculture and livestock............ 16 1.7 1.6 
Manufacturing and building......... 4.4 1.4 3.3 
IMME ee rcccdns tetra reas craks eee cote tants = 6.2 2.3 
Transport and public utilities........ 2.4 1.8 2.2 
Trade, government and other services. 2.7 11 2.1 

Toran 2.3 1.6 2.0 


1945-50 1950-53 1945-53 1945-50 1950-53 1945-53 
6.3 1.3 4.4 4.8 —0.5 2.7 
7.2 2.4 5.4 2.6 0.9 2.0 

15.9 1.6 10.3 15.9 —4.6 7.8 
4.0 8.6 5.7 1.6 6.6 3.5 
6.9 3.2 5.5 4.1 2.1 3.3 
7.0 2.8 5.4 4.6 1.1 3.3 


Bo teh ot Re tS ee to Ne ee ie ee ee eee 
Sources and methods 


Based on table IX of the statistical appendix. 


fuller utilization of resources; the inability of current 
tax systems to keep pace with the growth of income and 
to secure adequate resources to finance public investment 
was offset by the excessive elasticity of the banking sys- 
tems. Private investment likewise found therein a more 
substantial means of financing its activities than existed 
in the scanty voluntary savings of the community. 


Price and wage policy played an insignficant role in the 
process of income distribution, except to some extent in 
Argentina, which explains the increased share of wages 
in the gross product during the 1946-50 period. 


The decline in the proportion of wages for Latin Amer- 
ica as a whole during 1953 appears to contradict the gen- 


Chart XI 


LATIN AMERICA: NET INCOME AND ITS 
COMPOSITION, IN SEVEN COUNTRIES, 
1945-53 
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eral impression that profits and interest are the first to 
suffer the consequences of a slower rate of growth (See 
chart XI.) It is true that income distribution trends were 
more affected than in former years by the freezing of 
prices and wages which formed part of the restriction and 
austerity plans and programmes adopted in many coun- 
tries. The less intense shift of agricultural labour, with 
its low wages and productivity, towards industry—in turn 
a result of the maladjustment between demand and pro- 
ductive capacity due to the actual distribution of income 
—had the same effect. The problem thus arises of the con- 
tradictory effects which a given form of income distribu- 
tion may have on investment. If, on the one hand, the high- 
est proportion is retained by sectors with a large capacity 
for saving, this should favour investment. On the other, 
the lower share of the sectors with the highest propensity 
to consume exerts a depressive influence through a con- 
traction of demand. 


8. The slackening rate of industrialization 


The most significant economic trend in 1953 was, with- 
out doubt, the clear indication of a slackening in the rate 
of industrialization. It will be recalled that the relatively 
important shift of gross product, labour and capital re- 
sources to industry was one of the basic elements in Latin 
America’s rapid economic growth during the early post- 
war years.” In contrast, during the 1953 the gross product 
and industrial output experienced the lowest rate of growth 
in the entire period, with rises of 1.6 and 1.3 per cent 
respectively, in comparison with annual rates of growth 
of 6.5 per cent and 7.7 per cent respectively between 1945 
and 1951. (See tables 6 and 7 and chart XII.) As a con- 


sequence, the industrial share of the gross product in 


Table 7. Latin America: Rates of annual increase in 
output, by sectors of economic activity, 1945-53 


(Percentage of cumulative variation) 


SS ee ea ee 
Other 


Years Agriculture Industry activities Tota 
LO45=5.1 SF Ee Se Sed lat By 4.7 
1951-5300 epee 4.0 Dall 0.1 1.9 
LOSS: MRA eae ees |S 9.2 133 a 1.6 
1945=9375 Uae Bee a ae 3.6 6.4 2.8 4.0 
_--——————_——— 


Sources and methods 
Based on table VIII of the statistical appendix. 


* See ECLA, op. cit., chapter I, sections 8, 9 and 10. 
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Chart XII 


LATIN AMERICA: GROSS PRODUCT, OUTPUT 
AND EFFECT OF THE TERMS OF TRADE, 
BY ACTIVITIES, 1945-53 
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1953 was only 25.6 per cent, no greater than in 1945, (It 
should be noted that one of the factors stabilizing that 
share was the transfer of production increases to the rest 
of the economy through changes in relative prices. Over 
the period 1945-53, relative prices for industry declined 
by 7.5 per cent. At the same time the share of industrial 
production in aggregate Latin-American output increased 
from 25.6 per cent in 1945 to 30.7 per cent in 1953.) 


Of even more fundamental importance to Latin Amer- 
ica’s economic development was the downturn in the rate 
of growth of the industrial labour force and the rapid 
shift, in comparison with the early post-war years, of the 
actively employed population from agriculture to indus- 
try. From 1945 to 1950 the region’s industrial labour force 
had risen at an annual rate of 4.4 per cent, while the agri- 
cultural labour force had grown at a rate of 1.6 per cent. 
During the same period the relative size of the industrial 
labour force, which had been 14.9 per cent in 1945, had 
risen to 16.6 in 1950, while the agricultural labour force 
had declined from 60.0 per cent in 1945 to 57.9 in 1950. 
This shift of labour resources from agriculture to industry 
had been a basic element in Latin America’s economic 
growth, and it is this element that has recently suffered a 
substantial setback. It is probable that the industrial 
labour force increased from 1950 to 1953 at an annual 
rate of 1.4 per cent, which was less than the rate of growth 
of the aggregate labour force during this period and rep- 
resented only one-third of the rate of growth from 1945 
to 1950. As a consequence, the industrial labour force as 
compared with total manpower has not advanced since 


1950. (See table 8.) 


Table 8. Latin America: Annual rates of variation in 
industry, 1945-53 


(Percentage of cumulative variation) 


Relative prices 


Years Gross product Output (1945 = 100) 
TOA5=5 Usenet enters toate 6.5 Tet! —1.0 
951-53 gesrsgtes Act. Sako 4 220 2a, —0.6 
LOOSE EASE « cxehapeas- eet 1.6 M3 0.3 
1h) Ph eee ee deen. 5.4 6.4 —0.9 


Sources and methods 
Based on table VIII of the statistical appendix. 


The decline in the investment coefficient in 1953 and 
the partial information available on trends in the dif- 
ferent sectors of economic activity seem to suggest that 
the rate of investment in industry dropped very sharply 
during 1953. 


This fundamental decline in industrialization during 
1953 may be attributed to the convergence of several basic 
factors. Import restrictions reduced the inflow of inter- 
mediate materials for industry and of capital goods, both 
new and for replacement purposes. The decline in the 
coeflicient of total investment contributed to reduce both 
the rate of growth of available capital in industry and the 
maintenance and replacement of equipment. The restric- 
tive credit policy tended to reduce industry’s working 
capital. Power production lagged behind the requirements 
of industry and consumer demand. The fall in public ex: 
penditure was not commensurately offset by a rise in pri- 
vate expenditure. Changes in income distribution tended 
to decrease the share of net income received by salaried 
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employees, workers and smal] entrepreneurs, thus causing 
an adverse effect: upon effective demand. In 1953 it was 
clear that consumer demand was not keeping pace with 
industrial capacity. 


In contrast to industry, Latin America’s agricultural 
production increased 9.2 per cent during 1953. (See table 
9.) Even if the spectacular recovery of Argentina’s agricul- 
ture is eliminated from such a comparison, the progress 
of aggregate agricultural production in 1953 was excep- 
tional. Output—excluding Argentina—increased by 4.4 per 
cent in 1953, a rate slightly higher than the annual rate 
of growth of 4.0 per cent during 1945-51. This increase 
reflected not only favourable climatic conditions, but also 
greater official interest in agriculture and a consequent 
expansion in credit and investment in that field. 


Table 9. Latin America: Annual rates of variation in 
agriculture, 1945-53 


(Percentage of cumlative variation) 


Relative prices 


Years Gross product Output (1945 = 100) 
QA SOs heavier esters sere c 4.7 Oe) ley 
TC SWISS iteretoaic coke Geek 3.6 4.0 —0.4 
VOSS OLS Ie SLA. UES: 11.0 9.2 Le 
£945—535 isso. Pale Bs 4.4 3.6 0.8 


Sources and methods 
Based on table VIII of the statistical appendix. 


In contrast, output of mining and public services ap- 
pears to have declined. (See table 10.) The drop in mining 
production followed the fall in world demand and prices 
for most metals. Petroleum output in Venezuela was also 
reduced through the falling off in world demand. Public 
services were curtailed in many countries as a result of 
restrictive fiscal expenditure policies. 


Table 10.% Latin America: Annual rates of variation in 
activities ‘other than agriculture and industry, 1945-53 


(Percentage of cumulative variation) 


Relative prices 


Years Gross product Output (1945 = 100) 
MOA — oil tets cnste <teveelcnemneis Teed sit 3.9 
NO = 5S cece, nebiitersra sega 0.4 0.1 0.3 
CEs Parra ceipraa.e 0.2 —2.2 2.4 
(ees ee ny een” 5.9 2.8 3.0 


Sources and methods 
Based on table VIII of the statistical appendix. 


II. TRENDS IN GROSS PRODUCT, CAPACITY FOR EXTERNAL 
PAYMENT AND PUBLIC EXPENDITURE IN SELECTED COUNTRIES 


In the preceding section the recent trends of Latin 
America’s economic growth were examined as a whole. 
Owing to the general nature of this analysis, no indication 
was given of the basic or proportional differences of these 
trends in individual countries. The brief description which 
follows for eight selected countries emphasizes the dif- 
ferences. (See table 11.)* 


1. Argentina 


A substantial recovery in the gross product and output 
took place in 1953 as a result of the good harvests which 
followed the disastrous 1952 drought. Nevertheless, the 
terms of trade were 27 per cent below the 1948 level and 
the expansion of production left the gross product sub- 
stantially under the peak level of 1948. (See chart XIII.) 
There was an increase in the export volume due to the 
recovery of agricultural output, but real export values 
were well below those of the early post-war years owing to 
the decline in the terms of trade. 


The recovery in the levels of activity was not similar in 
all sectors. Industrial output, which had declined in 1952, 
dropped even further in 1953 and the production level was 
thus the lowest since 1946. Some industrial recovery was 
evident, however, by the end of 1953. 


The reduction in the investment coefficient to 13.3 per 
cent, the lowest level since 1946, was even more serious. 
(See table 12.) A main reason for this decline was the 
restrictive policy applied to public investments, credit 
and imports. The Second Five-Year Plan, which should 
have begun in 1952 but was postponed until 1954, will be 
only partially carried out, many of its projects being left 
in abeyance and others developed less rapidly. Since 1950 
public investment has been declining more rapidly than 
private investment. 


Despite the substantial recovery in the gross product 
and output, goods and services available per capita de- 
creased when imports were restricted to their lowest level 
since 1945 and exports experienced the highest surplus 
since 1946. This contrasts with the early post-war years 
when available goods and services increased faster than 
the gross product and output owing to the liquidation 
of foreign exchange reserves and a reduction in remittances 
of profits and interest abroad. These fluctuations in goods 
and services available per capita favoured consumption 
more than investment, since the former experienced a 


* Tables 11-15 inclusive, and charts XIII, XIV 
refer to the countries analysed in this section. Peete 8c 


Table 11. Latin America: Annual rates of variation of the gross product in eight 
countries, 1945-53 


(Percentage of cumulative variation) 
ee ee 


Years Argentina Brazil 


Chile 


Colombia Cuba 


El Salvador Guatemala Mexico 
1945-51. . 4.5 8.7 le 4.9 a ey 
1951-53... 0.3 4.3 7.6 36D 9.3 56 os 
1945-53... 3.4 7.6 ee Pipi al 8.5 4.6 


Sources and methods 


Based on table X of the statistical appendix. 
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Chart XIIT 
LATIN AMERICA: PER CAPITA GROSS 
PRODUCT, 1945-53 


(Semi-logarithmic scale) 
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harp rise during the early post-war years and has re- 
vained at a relatively higher level since 1951. 


The main factor determining the rapid growth of con- 
umption was the radical change in income distribution 
hich occurred between 1946 and 1950. During this 


Chart XIV 


LATIN AMERICA: INVESTMENT AS A 
PERCENTAGE OF THE GROSS 
PRODUCT, 1945-53 
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Table 12. Latin America: Per capita gross product and investment rate in eight 
countries, 1945-53 


Years Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mezico 
ro SU On Oe 


I. Per capita gross product (dollars at 1950 prices) 


WEB sone 422 150 274 164 338 96 114 182 
ae Sas tie 506 164 273 178 359 119 140 190 
OAT eee 567 167 256 182 424, 144, 149 190 
NOG eee 564 170 280 181 389 121 196 194, 
1949..... 505 183 262 205 364 139 167 194. 
O05 Opera 496 208 268 212 372 148 166 208 
1.95) eee, 482 216 278 213 401 167 163 224 
1952p 430 GANG 296 215 406 167 163 DM: 
HORST 50 on 4.60 224 aia 226 334 190 170 208 
II. Investment (percentage of gross product) 
NOE). 6 6 oe 15.2 10.1 10.5 13.8 2.8 9.8 8.0 a 
1946..... ial 12.4 9.5 17.8 8.3 9.3 8.3 12.1 
OAT ere 15.3 16.7 12.0 18.8 9.3 11.2 13.4 13.5 
LOAB eer 20.4 14.9 IPAS 16.3 9.2 12.8 11.8 13.9 
NOM Gate 20.5 15.6 14.6 13.2 10.2 16.0 9.8 14.4 
NOR. 65 ac 20.1 14.9 ey 16.2 10.9 17.4 11.9 13.8 
NGYSRES So oe 18.7 15.6 NOT 13.8 Tle 17.4 11.9 13.3 
1952). 5eee 15.8 17.4 eS 16.3 9.5 17.4 11.0 13.6 
NOEs os os 13.3 14.2 10.8 13e5, aes 15.0 9.9 12.3 


Sources and methods 
See table X of the statistical appendix. 


period, the share of wages and salaries and the earnings Other aspects of income distribution trends in Argentina 
of small entrepreneurs in the total net income increased during the post-war period may now be considered. The 
from 58.3 per cent to 77.2 per cent. The real income per share of property income in aggregate net income dropped 
worker, in turn, rose by 32.5 per cent. This modification of between 1946 and 1950 from 41.7 per cent to 22.8 per cent. 
income distribution arose from various aspects of economic In addition, although total net income rose by 8 per cent 
policy and from the favourable effects of the terms of during these years, there was a fall of 45 per cent in the 
trade. The First Five-Year Plan stimulated the shift of the absolute level of property income. Such a drastic redistri- 
agricultural labour force towards industry through an bution in so short a period may perhaps have affected in- 
economic policy covering prices, credit, foreign trade, ex- centives to private investment. 


change control and wages. The favourable effects of the 
terms of trade were partly absorbed by the Government 
and provided an ample margin for the application of wage 
and price policies. 


After 1951 attempts were made to modify this redistri- 
bution by means of wage and price stabilization measures, 
but the decline in the terms of trade, followed by the 1952 
drought, and the effects of the credit and import restriction 


Argentina’s productive capital was insufficient to meet policy on output and demand, prevented a rise in property 
the substantial increase in demand caused by the rapid income until 1953. During that year it was the agricultural 
redistribution of income. The heavy increase in industrial sector that benefited principally from the stabilization 
output capacity during the post-war period was barely policy. In industry, the number of man-hours worked 
adequate to offset the intense utilization of equipment, dropped even lower than industrial output from 1951 
which was due to the expansion of production encouraged onwards. This indicates an increase in productivity that 
by lack of access to normal overseas supply sources during was absorbed by profits. There was a rise in profits in 
the war. 1952 and 1953, although industrial output declined. It 


appears that, as a consequence of the salary and price 
stabilization policy and the decline in industrial employ- 
ment, the share of labour in net income fell during 1953. 


From 1946 to 1950 there was a rise of 43 per cent in 
wages, salaries, and the earnings of small entrepreneurs, 
while the quantum of industrial output increased by only 


15 per cent. Since the supply of manufactured goods could For 1945-53, public expenditure in investment and con- 
not expand as fast as consumption, there was a shift of sumption was relatively higher in Argentina than in any 
demand towards foodstuffs; per capita meat consumption, other Latin-American country. Public expenditure between 
which was already the highest in the world, rose even 1945 and 1951 comprised more than one-fifth of aggregate 
further, adversely affecting the surplus exportable ton- available goods and services, while public investment rep- 
nages and the capacity for external payment. resented more than 40 per cent of all investment, with the 


exception of 1947 in both cases. See table 13.) This high 
level of expenditure was due to the fact that fiscal policy 
was able to take advantage of the favourable terms of 
trade during the early post-war years. 


After 1951, economic policy aimed at modifying con- 
sumption patterns. There was a drop in per capita meat 
consumption after 1950, mainly due to a decrease in the 
supply. After the 1952 drought, the Government adopted 
restrictive measures to reduce the demand for domestic As was emphasized in the Economic Survey of Latin 
foodstuffs and imported goods to a minimum. This policy America, 1950-52, almost every aspect of this economic 
was continued during 1953, policy altered during 1952, and an over-all restrictive 
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Table 13. Latin America: Public expenditure and investment in seven countries, 
1945-53 
(Percentage of the gross product) 
Years Argentina Brazil Chile Colombia El Salvador Guatemala Mezico 
Te I. Total public expenditure 
Re ohawejiecx erased 19.6 16.8 15.6 14.3 6.1 10,2 ES 
1946 o... O08 19.7 16.2 15.6 14.3 7.4 ibe 9.5 
ee os a ee 14.8 1520) 16.3 13.6 8.1 10.6 10.7 
aa 5) RO erga te ogra 21.9 15.4 14.7 WT 9.2 10.6 10.9 
RYO SS gepaevene | aa 21.8 Nga 15.0 14.3 9.2 115 12 
OS O Fae acattdee.< 2253 LET fes 17.0 13.4 10.3 9.7 12.6 
ALS SII, eens « Res) Somme Dds 14.9 16.8 14.6 10.1 8.9 12.2 
LOBE. Ske Bek occ 19.1 13.6 19.5 14.9 11.4 10.2 11.8 
NOSS OK. cc oot MM es 14.8 13.0 II 576 17.4 aie A 11.6 
II. Public investment 
100). |EY ee Hee 4.0 4.1 4.2 ie, 2.6 4.6 
LOAGORE. pee. 6.2 3.6 3.9 4.6 1.9 2.0 4.3 
LOA he 3.9 3.8 3.8 4.8 1.9 3.4 4.5 
Ay: ee 9.7 4.0 oe! 4.4 2.8 By) Dell 
LOASRE a <a ss 7.9 4.1 3.0 2.8 2.4 3h 5.6 
LOS ORs cn Ra eS 7.8 4.2 ajes 1.9 2.8 Ay A 6.1 
LO SE eg Cee chs Tao 4.0 3.9 35) We5) 3.8 5a 
LOSE. <a oe 6.0 4.0 4.3 3.8 3.0 4.3 5.8 
OSS ME fen ak Ss Dao 3.9 3H 4.7 4.4 ay?) 


Sources and methods 
Values in national currency at 1950 prices were expressed in dollars at 1950 gee according 


to the criteria described in the general note appearing at the end of chapter I of the 


conomic Survey 


of Latin America, 1951-52, using par exchange rates of purchasing power. Sources and methods for 
country data appear in table XIII of the statistical appendix. 


policy was adopted which covered imports and credit, 
price and wage stabilization, and a contraction in public 
expenditure. These measures tended to reduce the pressure 
-of the demand for both domestic foodstuffs and imports. 


The restrictive policy continued throughout 1953, al- 
though greater freedom was allowed in credit and imports. 
Public expenditure, which fell substantially in 1952, de- 
clined even further during 1953, reaching its lowest ebb 
for the entire period. Since private investment did not off- 
set the drop in public expenditure, aggregate investment 
declined to the lowest level since 1946. It would therefore 
seem that the sustained deflationary policy of 1953 played 
a part in retarding the recovery of the total output of goods 
and services. Mention should be made of the firm applica- 
tion of price, credit and import controls and the success 
achieved in obtaining the desired results, a phenomenon 
that is perhaps without parallel in Latin America. 


Emphasis should be placed upon the decrease in the 
share of capital goods in 1953 imports to the lowest level 
since 1945, and on their consequently smaller share in 
aggregate investment, which share fell from 32.4 per cent 
in 1952 to 18.2 per cent in 1953. Within the general re- 
duction of imports, priority was given to requirements in 
fuels, industrial raw materials and essential consumer 
goods, with a view to maintaining current economic activ- 
ity. Secondary consideration was given to the future devel- 
opment needs of productive capacity. However, the same 
results were achieved by the efforts made to substitute 
imports of certain capital goods by domestic production. 


2. Brazil 


There was a considerable reduction in the rate of growth 
of Brazilian production as compared with previous years. 


The decline was particularly marked in the case of indus- 
trial production, which scarcely kept pace with the growth 
of population. The output of capital goods and electric 
power, however, continued to increase rapidly. 


The slower rate of growth in Brazilian output during 
1953 was offset to some extent by a new, although very 
slight, improvement in the terms of trade, which reached 
the highest level for the entire period (217.8, with 1945 
as the base year). In spite of this, goods and services 
available per capita declined as a result of drastic import 
restrictions adopted to correct the accumulated disequili- 
brium in the balance of payments during former years. 


These corrective measures led to domestic restrictions 
which, combined with the reduction in imports, caused a 
decline in the investment coefficient from 17.4 per cent to 
14.2 per cent. Import restrictions were so severe that in 
order to maintain the supply of essential goods it was 
necessary to sacrifice capital goods imports, the share of 
which declined both in total imports and in capitalization. 
(See table 14.) This had, however, the advantage of creat- 
ing an additional incentive to substitute domestic output 
for imported capital goods. 


A maladjustment between productive capacity and ef- 
fective demand similar to that in Mexico* became evident 
in Brazil in 1953. In both cases the maladjustment was due 
to a process of income redistribution resulting from the 
substantial shift of the agricultural labour force to in- 
dustry, with a subsequent marked increase in productivity 
but no corresponding rise in real wages. 


The exchange and trade policy reforms accomplished at 
the close of 1953 favoured the export sector and intensified 


* See section 8, Mexico. 
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Table 14. Latin America: Capacity for external payment and imports in eight 
countries, 1945-53 


(Percentage of gross product) 
ee ee eee 


Years Argentina Brazil Chile 


Colombia 


Cuba El Salvador Guatemala Mexico 


i er 


1945.34.... 16.3 13.8 23.1 
1946..... 19.1 16.6 21.8 
TORTEM coos 20.4 17.8 25.5 
1948..... 16.2 16.2 26.2 
One Go 12.4 13.7 27.4 
MSDS Ja so 14.5 13.5 22.9 
OS teeters 15.0 bal 27.8 
NBR AL fst 9.8 AREY 30.4 
LOS Sunaietss 13.8 10.6 20.6 
I. 
DOSS rare tor 6.5 9.5 17.0 
19408; <..5 10.6 11.4 20.2 
OA 19.8 18.2 23.9 
1948..... 16.9 14.4 19.8 
1949 13.4 13.0 22.9 
VOSORe 12.6 11.0 18.4 
OS Mecwonats 16.1 17.2 22.5 
OD 2 terre 14.4 15.9 22.0 
HOSSIeee a 10.18 10.02 16.88 


I. Capacity for external payment 


a! Ee 16.7 — 
#3 ona 15.8 20.0 17.0 
18.7 43.3 19.6 22.4 19.4 
18.2 39.5 23.4 15.5 16.2 
17.0 34.9 25.2 16.4 153i! 
19.4 35.6 26.9 20.0 17.3 
21.8 37.0 17.4 Le8 LT 
21.6 29.3 15.0 17:3 16.9 
21.7 34.2 14.2 16.9 15.3 

Imports 

bg 4 2% 14.2 
es 25.4 13.5 1331 18.7 
22.7 31.8 16.9 17.0 19.4 
19.7 32.6 21.6 14.5 15.1 
15.1 29.0 18.4 16.6 12.2 
17.7 30.7 20.9 16.6 13.0 
19.3 31.8 14.8 17.8 15.7 
18.0 28.7 13% USS 14.4 
17.8 28.3 12.78 15.2 14.38 


Sources and methods 
Based on table XIV of the statistical appendix. 


8 Provisional figures. 


the contraction of imports—including capital goods im- 
ports—and have therefore adversely affected the invest- 
ment coefficient and the rate of growth. 


3. Chile 


Chile’s gross product, impelled by the copper boom 
which began in 1951 and did not end until the second half 
of 1953, continued to expand. The copper crisis had, how- 
ever, little influence on the rate of economic growth re- 
corded throughout the year. Output growth was particu- 
larly marked in agriculture and industry, although the 
improvement of relative prices in mining enabled this 
sector’s contribution to the gross product to be increased 
in keeping with that of the other sectors. 


Even when a deflationary fiscal policy was attempted, 
its real effect continued to be inflationary. This was be- 
cause, although real public expenditure decreased substan- 
tially, a far larger drop took place in fiscal income as a 
result of the paralysation of copper sales. This inflationary 
pressure from the public sector helped to postpone the 
adverse effects of external factors. The abolition of ex- 
change subsidies for certain imports caused a rise in costs 
which producers were able to transfer to consumers 
through the liberal credit policy and substantial price in- 
creases. The highly transitory nature of the situation be- 
came evident towards the end of 1953, when public ex- 
penditure declined, both absolutely and in its proportion 
to aggregate income, for the first time since the war. At 
the same time, the distribution of income shifted in favour 
of the property-owning group. The share of profits and 
interest in aggregate net income rose from 23 per cent to 
31 per cent during 1953. 


The decline in public expenditure mainly affected invest- 
ment, which fell by over 23 per cent, offsetting a slight rise 


in private capital outlays. The coefficient of total invest- 
ment was thus reduced to less than 11 per cent of the gross 
product. The immediate prospects for public investment 
appear to be unfavourable, since it is planned to reduce 
the export duties payable by the large mining companies, 
which would lead to a drop in income which would have 
to be made good from other sources. The outlook for 
private investment and output is also poor, owing to the 
probable decline in effective demand arising from income 
redistribution and the adverse tendency of the capacity for 
external payment, which will probably reduce available 
goods and services in 1954. 


Owing to import restrictions, available goods and serv- 
ices underwent a smaller increase than income. These re- 
strictions were adopted as a result of the difficult balance- 
of-payments situation. The statistical export surplus is in 
fact fictitious, since the stocks of unplaced copper accumu- 
lated abroad have been included as exports. Consequently, 
the favourable effect of the terms of trade is also fictitious, 
since a price for copper higher than the world market 
quotation was used in its calculation. 


4. Colombia 


Colombia’s gross product rose more rapidly in 1953 
than during 1952. This trend was mainly due to the effects 
of favourable terms of trade, caused by the recent upsurge 


in the coffee prices despite the decline in the rate of growth 
of output. 


Available goods and services increased at a lower rate 
than the gross product, owing to the fact that the excess of 
exports over imports was four times as great as in 1952. 
Nevertheless, the rise in consumption was greater than 
that of the gross product, since investment declined abso- 
lutely and in relation to both available goods and services 
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Chart XV 


LATIN AMERICA: PUBLIC EXPENDITURE AS 
A PERCENTAGE OF THE GROSS PRODUCT, 
IN NINE COUNTRIES, 1945-53 
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and to the gross product. This drop in aggregate invest- 
ment was not influenced by Government investments. On 
the contrary, these latter increased substantially, and in 
1953 accounted for the first time for over one-third of all 
investment. Nor was there any shortage of imported capital 
goods, which achieved a larger share in both total imports 
and aggregate investment. The decrease in both investment 
and output may be temporary, since several large projects, 
such as the iron and steel works at Paz de Rio, were prac- 
tically terminated during the year, a fact which may have 
a stimulating effect upon private activities. 


The rise in the importance of the public sector in Colom- 
bia’s economy has been outstanding. This does not apply 
to investment only ; Government expenditure on consump- 
tion also increased, by 18 per cent. The drop in private 
investment and the rate of output growth does not, there- 
fore, seem to be due to any official deflationary policy. 
Nor would it appear to be due to a shortage of imported 
raw materials and capital goods, since the level of im- 
ports was maintained and a substantial proportion of the 
capacity for external payment remained idle. The explana- 
tion of this phenomenon may lie in a contraction of effec- 
tive demand, since the share of wages and salaries within 
aggregate net income declined in 1952 to its lowest level 
since the war; the slight drop in productivity per unit of 
capital and per worker might indicate the existence of some 
surplus in productive capacity. It should be noted in this 
respect that tax reforms may have caused retrenchment on 
the part of the companies affected by them. 


5. Cuba 


In 1953, Cuba’s economy suffered the most severe relapse 
among the countries analysed here. Per capita income fell 
by 18 per cent in relation to 1952, as a result of the drop 
in production and the deterioration in the terms of trade. 
The decline in available goods and services was even 
ereater than that in income, and was caused more by a 
reduction in effective demand than by import restrictions, 
since Cuba has no balance-of-payments problems and pos- 
sesses substantial foreign exchange reserves. 


In contrast to the position elsewhere in the region, con- 
sumption contracted more than investment. At all events, 
Cuba’s investment coefficient continued to be one of the 
lowest in Latin America. 


The relapse in 1953 almost neutralized the rather slow 
growth of the postwar period. Per capita income was prac- 
tically the same as in 1945. The somewhat stationary char- 
acter of Cuba’s economy during the past twenty-five years 
has thus continued. Some impression of this stagnation is 
given by the fact that the stock of productive capital ap- 
pears to have declined in absolute terms between 1927 


and 1945. 


Internal factors actively conditioned the 1953 decline 
in other countries, but in Cuba the determining force was 
the fall in the terms of trade. This reveals the extent to 
which Cuba’s economy is dependent upon external markets. 
The special position occupied by Cuba in the United States 
sugar market, and the lack of diversification in domestic 
production, have so far precluded the finding of any 
domestic substitutes for the stimulus of overseas demand, 
and have determined the low investment coefficients and 
the consequent slow rate of growth. 
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6. El Salvador 


Per capita income in El Salvador doubled between 1945 
and 1953, giving this country the highest rate of growth 
among the countries analysed here. The factors contribut- 
ing to this intense development were the substantial rise 
in output and the favourable situation of the coffee market, 
which has enabled the terms of trade to reach more than 
double their 1945 level. 


In contrast to other countries, although the rate of 
growth in El Salvador fell off somewhat in 1952, it recov- 
ered substantially in 1953. However, aggregate investment 
declined, causing the investment coeflicient to fall from 17 
to 15 per cent. This decrease originated in the private sector 
and could not be offset by the expansion of government 
investment. Although the volume of these latter invest- 
ments had increased to six times its 1945 level, they con- 
tinued to represent barely 21 per cent of the total. The 
decline of investment during 1953 permitted a 14 per cent 
increase in per capita consumption. 


7. Guatemala 


The economic development of Guatemala between 1945 
and 1951 was also among the most rapid in Latin America. 
As a result of the substantial increase in output and of the 
favourable coffee prices, there was a rise of 46 per cent 
in per capita income during that period. 


As elsewhere, there was a pause in the rapid rate of 
growth in 1952. Per capita output declined during that 
year by 4.5 per cent, although the favourable effect of the 
terms of trade enabled the level of per capita income to be 
maintained. A recovery in output took place in 1953, but 
the rate of growth was much slower than that experienced 
in the preceding phase. 


Aggregate investment and the investment coefficient like- 
wise dropped in 1952, and they continued to decline in 
1953 in spite of the considerable expansion of public in- 
vestment from 32 to 44 per cent of aggregate investment 
between 1951 and 1953. Thus the reduction has taken 
place exclusively in private investment. Since foreign de- 
mand continues at a high level, and economic policy has 
followed expansionist trends, the drop in private invest- 
ment appears to be accounted for by other than purely 
economic factors. 


Because available goods and services increased during 
1953 at a rate parallel to income, the reduction of invest- 
ment was able to provide a higher rise in per capita con- 
sumption than in any other postwar year. 


8. Mexico 


In 1953 Mexico’s gross product declined 3.7 per cent, 
thus departing from the tendency of previous years. Per 
capita income, which had dropped in 1952, continued to 
decline in 1953 to a level 7 per cent below the maximum 
reached in 1951, which had been the peak level. 


All sectors except agriculture, which experienced a 3.5 
per cent rise in output, participated in the decline. There 
was a 5 per cent drop in industrial production. A further 
relapse occurred in consumer industries, and a decrease 
became evident in some branches of capital goods produc- 
tion, such as steel and glass. In turn, there was a downward 
trend in the rate of growth of cement production, although 
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wages and other wage earning income in six 


countries, 1945-53 


(Percentage of net income) 


Years Argentina Brazil 
LORS Wey ooh ec 66.6 87.0 
O46 i257, ne, 58.3 82.0 
OA ise estan irl cect hcl ec 59.8 81.4 
1949 Seren: 5, Se 63.9 80.0 
OAGIE PREG ters MAS Oren, T4.4 yack) 
LDS Oiaweyercectew chettotareierercrens lolad Mee 
UO 5 le eeaBesoc< xi, Bec corre 75.0 70.9 
O52 eRe fer RE Shlcsc ns 78.2 69.3 
VOSS ONS 0 c1th eet 69.6 64.8 


Chile Colombia Cuba Mexico 
Maco 83.7 80.1 52.1 
75.0 84.8 79.3 48.6 
74.6 85.3 78.1 49.1 
73.5 85.4 78.9 50.7 
TA.5 85.9 81.1 52.0 
owe 85.8 79.9 52.8 
76.5 86.2 78.6 49.9 
76.6 80.5 86.0 47.6 
69.0 we hs 49.0 


SS pst tte seesnenennenneeniseeneny 


Sources and methods 


See table XII of the statistical appendix. 


his did not prevent the accumulation of stocks, which is 
ull the more significant when it is recalled that there has 
een no such accumulation since 1939. Mining output de- 
lined only slightly, but, in contrast, there was a drop of 
over 25 per cent in relative prices. There was a reduction in 
detroleum production and a curtailment of the rapid rate 
of increase in the generation of electric power. 


Among the factors causing the decrease of per capita 
mcome, mention must be made first and foremost of the 
lecline in the output-capital ratio which began in 1952. 
[he decline was largely the result of a continuing decrease 
i the utilization of productive capacity in a number of 
oopular consumer goods industries which were faced with 
an insufficient demand. In this way the influence of unequal 
income distribution, caused by the inflationary movements 
of the wartime and postwar periods, became evident.® (See 
able 15.) The imbalance between demand and productive 
capacity became increasingly acute during 1953, and there 
was in consequence a further drop in the output-capital 
ratio. 


A further impediment to development appeared in 1953. 
[This was the fall of almost 10 per cent in investment, which 
brought its coefficient to 12.3 per cent of the gross product, 
the lowest level during the past seven years. The decline 
in investment began in the public sector, where there was 
a drop of 15 per cent in relation to the preceding year. This 
decrease adversely affected the prospects of entrepreneurs 
ind levelled out the decline to private investment. 


During the second half of 1953 the fall in export prices 
for various commodities was added to the adverse internal 
factors, thus causing a drop of 8 per cent in the terms of 
rade. The quantum of exports remained stable, but income 
derived from the tourist trade decreased substantially. 


It is of interest to attempt an explanation of the causes 
Jetermining the reduction in public investment, which was 
he principal reason for the 1953 income decline. On the 
yne hand, it was manifestly impossible for the inflationary 
Jevelopment of preceding years to continue. A point had 
heen reached where the expansion of the margins of profit 
sf entrepreneurs led to absolute reductions in real wages, 
and not merely in the wage-earners’ share of national 


5 See ECLA, op. cit., (d) Mexico, section 6. 


income, as in the period 1939-50. The economic conse- 
quences of a continuation of this process would have been 
an aggravation of the maladjustment between demand and 
productive capacity, and a consequent curb on growth. The 
social and political consequences would probably have 
been far more serious. It is therefore understandable why 
efforts were made to eliminate one of the main sources of 
inflationary pressure—public expenditure in investment. 


On the other hand, it would have been possible to con- 
tinue the rate of growth on two conditions: firstly, the 
financing of the same level of investment in a non-inflation- 
ary manner and, secondly, the recovery of the high output- 
capital ratio of the twelve preceding years. To finance a 
13-15 per cent rate of investment in a non-inflationary man- 
ner might have required substantially higher taxation, 
since it was impossible to rely either on changes in the 
saving habits of the private sector or on an inflow of for- 
eign capital greater than that registered to date, whose role 
in financing development had been entirely secondary. In 
order to avoid an adverse effect on incentives to save or to 
invest, it might have been necessary to reform the tax 
system, which has lagged behind the important structural 
changes which have taken place in Mexico’s economy 
since 1939. 


On the other hand, the recovery of the preceding ten 
years’ high level of output-capital ratio would have in- 
volved both a correction of the maladjustment between de- 
mand and productive capacity and the adoption of a long- 
term public and private investment programme. This pro- 
gramme has not yet been drawn up, although there are 
indications that progress is being made in this direction. 
The correction of the imbalance between demand and 
productive capacity would, in turn, necessitate an income 
redistribution of such magnitude as to be impossible of 
achievement without institutional changes, which appear 
unlikely in the near future. 


Mexico’s experience over the last few years shows that 
it is possible to arrest inflation within the institutional 
framework of the Latin-American countries. At the same 
time, however, it demonstrates that the curbing of the 
inflationary process may sometimes have very unfavour- 
able effects upon investment, employment and the rate of 


development. 
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STATISTICAL, APPENDIX 


Table I. Latin America: Population, gross product, output, capital and productivity, 1951-53 


(Dollars at 1950 prices) 


eee ee 
Effect of the terms of 


trade since 1945 Output 
Gross —______—_———__ Percentage 
product (Percentage Output Capital Output Output per of investment 
Population gnillions » (Millions © af arose ({AMehtons, Unions, «+ - tris =" dollass\ one e erodact 
roduc O ars | 

Years Ce He Bee on OD) (E) () @ (H) i) 
LOS 1 yao cisexcatee P1585 40,274 4,187 10.4 36,087 83,809 0.43 635 15.9 
LO aera riejers exe 162.5 40,351 3,486 8.6 36,685 87,327 0.42 635 16.0 
19535....... 0808 166.9 41,577 4,120 9.9 37,457 90,446 0.41 627 14.3 


Sources and methods 
For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 1. 
® Provisional data. 


Table II. Latin America: Movement of external payments tending to increase or decrease available 
goods and services, 1951-53 


(Millions of dollars at 1950 prices) 


I. FAcTORS TENDING TO INCREASE AVAILABLE GOODS AND SERVICES 


Inflow of foreign capital 


Decrease 
: Other Special in official Official 
Direct long-term Short- official monetary short-term 
long-term _ private capital term financing Total reserves credit Total 
Years (A) (B) (C) (D) (Z) (F) (G) (A) 
OO aevexe kates 262 ; 129 67 230 688 133 101 922 
NOS Deere 3 se Ag os = a 592 364 509 1,465 
1953860...) % i :. i. 539 F ne 539 


IJ. Factors TENDING TO DECREASE AVAILABLE GOODS AND SERVICES 


Outflow of foreign capital 


Remittances Increase in Decrease in 


R h Cancelli Oth Long- i i 
of foreign of official short-term term inna At Ye) taonetarya, Babee ia 
investment loans Car ee copital Total interest reserves credit Total 
(J) (K) (L) (M) WY) i) (P) (Q) 
ORT rao oe 27 115 a == 142 875 —= — 1,017 
IEBYAS 2: goteoke . a ae oe 192 682 ay F 874 
Walco deena a A Sc aie 225 674 364 180 1,393 


III. Nev resutr 


Geographic balance of payments 
covering excess of imports 


Factors i pecs Factors & saacenee Errors and omissions or Ere 
TOS oetatae eet 922 1,017 — 69 16 
> —164 
KS VAs ede 1,465 874 3 (2 289 
USES Mae Nae, 539 1,393 a —367 —1,221 


_—_ ees 
Sources and methods 
For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 2. 
« Estimates based on partial data. 
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Table HI. Latin America: Exports and imports of goods and services, 1951-53 


(Millions of dollars at 1950 prices) 
TRO BO BO 


Imports Exports 

Freight, Tourist 

insurance expenditures, 

oe other freight and Excess of 

charges ; insurance imports or 
oe RCE ae me Ug ae 
TOS 1 ec. cathe 5,907 1,003 6,910 6,702 Oe 7,075 —165 
1S Sy Roca 5 Sa 5,702 922 6,624 5,897 438 6,335 289 
HOSSS Me ass as 4,672 809 5,481 6,298 404 6,702 =—1,221 


——— a Ee ee eee 
Sources and methods 
For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 3. 
« Estimates based on partial data. 


Table [V. Latin America: Gross product and available 
goods and services for consumption and investment, 


1951-53 
(Millions of dollars at 1950 prices) 


Excess imports Available goods 


Gross product or exports (—) and services 
Years A B (Cc 
STS et oe 3 cari EC 40,274 —165 40,109 
O52 See. . 2 tea 40,351 289 40,640 
ISS Rieti crereteate eer 41,577 —1,221 40,336 


Sources and methods 


For figures prior to 1951, see Economic Survey of Latin America, 
1951-52, table 4. 


Table V. Latin America: Available goods and services for consumption and investment, 1951-53 


(Dollars at 1950. prices) 
Neen eee ee eee eee 


Per capita 
Relation Relation 
of col. (B) of col. (C) Total ' 
Total Consumption Investment to col. (A) to col. (A) availability Consumption Investment 
leat (millions of dollars) (percentages) (dollars) 
(A) (B) (C) (D) (E) ) (G) (A) 
Boo 213 40 
OSD: « eeraysrscts 40,109 33,705 6,404 84.0 16.0 
USE VAR Glee ooo 40,640 34,186 6,454 84.1 15.9 250 210 40 
ODS ete s spas 40,336 34,382 5,954 85.2 14.8 242 206 36 


Sources and methods 
For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 5. 
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Table VI. Latin America: Capacity for external payment, imports and capacity 
to import, 1945-53 


(Millions of dollars at 1950 prices) 


J. ToTAL CAPACITY FOR EXTERNAL PAYMENT 


Inflow of Total Effect of the Effect of the terms of 
foreign payments terms of trade trade in percentage 
Exports capital capacity since 1945 of total capacity 
Years (A) (B) (C) (2) 
VOAD Mes cc serous 4,213 333 4,546 _ —_ 
VOAG AER, ccs seers ee 5,308 356 5,664 1,879 Bet 
MOA Aree cle ete siete 8 6,262 702 6,964 2,637 37.9 
WQAS Sepax oe etenetce ers 6,561 549 7,110 2,755 38.8 
1 oY nena eer aR SeIC 5,664 664 6,328 2,406 38.0 
L950. vaseiwietee tee 6,550 268 6,818 4,109 60.3 
POS N Sesser s ie sieerereree 7,048 691 7,739 4,187 54.1 
NOS 2 xzise eter tioats sees 6,346 593 6,939 3,486 50.2 
MOOS airetauereeveqetie cies 6,702 539 7,242 4,120 56.9 
II. Capaciry TO IMPORT 
Capacity to import 
Total external Remittance Outflow (F) —(G+H) Imports of 
payments of profits of foreign Absolute Percentage of goods and 
capacity and interest capital Sigures total capacity services 
Years (F) (G) (A) qd) (J) (K) 
TOS a omcievcecopererets 4,546 543 81 3,922 86.3 2,782 
LOAG essnerme cies 5,664 697 592 4,375 Nilee 3,964 
OAT rretenn ene ricer 6,964 770 339 5,856 84.1 6,304 
LOA ee avereransta ae 6,110 841 853 5,416 Gee, 5,834 
LOAG or eetlore tee verte 6,328 610 231 5,487 86.7 5,345 
TOS Ota orset et 6,818 755 210 5,853 85.8 5,293 
UE isp ae, © Geen eee 7,739 878 142 6,719 86.8 6,884 
LOS 2 servectecite hen 9,939 681 192 6,066 87.4 6,637 
te ES iaeo.c cece 7,242 674 2a 6,343 87.6 5,481 
Sources and methods 
Col. (A): Table III, col. (F). 
Col. (B): Table II, col. (EF). 
Col. (C): Col. (A) plus col. (B). 
Col. (D): Table I, col. (C). 
Col. (EK): Percentage of col. (D) to col. (C). 
Col. (F): Col. (C). 
Col. (G): Table II, col. (N). 
Col. (H): Table II, col. (M). 
Col. (I): Col. (F) minus cols. (G) and (H). 


Col. (J): Percentage of col. (I) to col. (F). 
Col. (K): Table III, col. (C). 


Table VII. Latin America: Composition of imports, 1951-53 
EE 


Aggregate Consumer Raw 


Capi sum t 
imports goods materials Fuels poaee hed oie Fuels ae 
(millions of dollars at 1950 prices) (percentages of total) 
Years (A) (B) (C) (D) (EB) (F) (G) (A) dd) 
OSM Re. : 7 = 6,910 2,902 L200 622 ployee 36.2 18.4 9.0 
’ ) ) 4 ’ : : 2 36.4 
105 2 See 6,624 2,418 1,053 702 2,451 36.5 15.9 10.6 37.0 
SE ad non aoe 5,481 2,094 850 685 1,853 ty INS) 12.5 33.8 


Sources and methods 
For figures prior to 1951, see Economic Survey of Latin America, 1951-52, table 10. 
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Table VIII. Latin America: Gross product, output and relative prices, by activities, 1949-53 


ees 
Indices of 


Gross product Output relative prices 
2 eS Pee ae eS eo ee Ne 
Years (millions of dollars at 1950 prices) (1945 = 100) 
pi RN SR ain Sars picid ales 
(A) (B) (C) 


I Agriculture 


AND lla lee ne 8,972 8,483 105.8 
SDE Sa See 9,904 8,661 114.4 
EL eee setae el eo 9,577 8,929 107.3 
PAS = eee 9,260 8,849 104.6 
CR Ae eee 10,284 9,663 106.4 
II. Industry and Building 
DAO ehh a. eters wi 9,409 9,425 99.8 
SU Sara eee 9,921 10,155 97.7 
BE te et, lee 10,217 10,911 93.6 
(RS a a 10,470 11,360 O22, 
. SR at eee 10,639 11,506 92.5 


i 


SS 


Indices of 
Gross product Output relative prices 
Years (millions of dollars at 1950 prices) (1945 =100) 
(A) (B) (C) 


eee 


III. Other activities 


LOA teers... eee a 17,281 15,348 112.6 
LOS tee ones 18,495 15,395 120.1 
LOR ae 20,480 16,247 126.1 
OB ra ee ane 20,621 16,656 123.8 
LORS Pee ah ators tee oe 20,654 16,288 126.8 
IV. ALl activities 
LOMO Pa de Ee 35,662 33,256 143.3 
LOSO Ada eae Fee 38,320 34,211 166.7 
ESL I Sek ent A 40,274 36,087 168.6 
TOS DS wore 40,351 36,865 165.2 
1LOGSM a ee ee 41,577 37,457 167.5 


Sources and methods 


For figures prior to 1949, see Economic Survey of Latin America, 
1951-52, table 12. The calculation for agricultural output involves 
a change in method from that described in table 12 of the above- 
mentioned Survey. In the present table, and index of agricultural 


output for the whole region was used, calculated by the Economic 
Commission for Latin America on the basis of more countries. Data 
for other activities were obtained as in the above-mentioned Survey. 


Table IX. Latin America: Gross product, active population, and gross product per worker, by sectors, in 1945, 
1950 and 1953 


Active population Gross product Gross product per active person 
(millions of persons) (millions of dollars at 1950 prices) (dollars at 1950 prices) 
age 1945 1950 1953 “1945 =~=«1950~=*=*«=<“i«*«N«SS 1945 1950 1953 
WwW eB > a (D) ) (F) @ (H) D 
BPRS CULE IC a es EM asthe Bo Bases wwe 29.8 32.2 33.9 7,283 9,904 10,284 244. 308 303 
Industry and building................ TA 9.2 9.6 7,007 9,921 10,639 947 1,078 1,108 
PHT te Ok ad ae iet «26 «a 0.5 0.5 0.6 767 1,603 1,680 1,534 3,206 2,800 
Transport and public utilities......... 1.6 1.8 1.9 1,861 2,268 2,903 1,163 1,260 1,528 
Trade, government and other services.. 10.4 11.9 i AR: 10,472 14,624 16,071 1,007 1,229 1,307 
Torat 49.7 55.6 58.3 27,390 38,320 41,577 551 689 713 
i i Gro: Indi duct k 
Reid separ idertotane Op tae Ue < Gbacieteedid) oe 
1945 1950 1953 1945 1950 1953 1945 1950 1953 
RPOTICAIUNTE so) « -'e sene e Soo 6 a i- = = 60.0 57.9 58.1 26.6 25.8 24.7 44.3 44.7 42.5 
Industry and building................ 14.9 16.6 16.5 25.6 25.9 25.6 171.9 156.5 155.4 
MPN. eee ops cee. ee so ek s @ 1.0 0.9 1.0 2.8 4.2 4.0 278.4 465.3 392.7 
Transport and public utilities......... 3.2 Biz 3.3 bes 5.9 7.0 211.1 a ey 
Trade, government and other services.. 20.9 21.4 A al 38.2 38.2 38.7 182.8 : : 
Torat 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Sr nn 
Sources and methods 


Figures for active population were calculated by the Economic Commission for Latin America on the basis of data for 10 countries whose 


population censuses were made in or near 1940 and 1950. ; 
Col. (A): Interpolation between census data for 1940 and 1950. 
Col. (B): Census data. 
Col. (C): Preliminary extrapolation. 


Cols. (D) and (E): See Economic Survey of Latin America, 1951-52, table 17, col. (1). 
Col. (F): Preliminary estimate based on data for Argentina, Brazil, Colombia and Mexico. 


Col. (G): Col. (D) divided by col. (A). 
Col. (H): Col. (E) divided by col. (B). 
Col. (I): Col. (F) divided by col. (C). 
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Table X. Latin America: Gross product in selected countries, 1945-53 


Years Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mexico Peru Venezuela 


I. Gross product (millions of dollars at 1950 prices) 


VAR <= ahaa 6,492 6,936 1,478 1,657 1,655 163 274 4,038 TENS 1,606 
OAC Breve 7,889 7,760 1,475 1,836 1,797 215 350 4,338 791 1,807 
OA aeeeteee 9,016 8,084 1,406 1,915 2,160 260 388 4,450 774 1,973 
OAS TE acters 9,190 8,464 Tesss7(l 1,951 2021 218 510 4,688 (as) 2,387 
19490 oe RES 8,429 9,308 1,494 2,258 1,893 250 451 4,862 892 2,270 } 
1950) se. eee 8,524 10,836 1552 2,383 2,010 282 464 EB) 1,016 2,388 i 
1951. Aw Rae 8,471 11,488 1,639 2,409 2,206 Rly A472 5,938 1,129 2,409 
1952 5a. see 7,743 11,836 tee 2,020 223 334 490 6,025 1,176 2,387 
19535066 Ree 8,459 12,508 1,900 2122 1,969 379 526 5,800 1,166 2,416 
II. Annual rate of change (percentage) 

1946 hoe ee DARD, 11.9 —0.2 10.8 8.6 31.9 Qeb 7.4 7.6 1255 
LOST root Ae 14.3 4.2 —4.7 4.3 20.2 20.9 10.9 2.6 —2.2 9.2 
94S cso ete 1.9 4.7 ile? 1.9 —6.4 —16.2 31.4 5.4 — 21.0 7 
1949 5 roo: —8.3 10.0 —4.9 Loa —6.3 14.7 —11.6 Sal iGyal —4.9 . 
L950me eee Tail 16.4 3.9 5.5 6.2 12.8 2.9 9.0 13.9 ee 
OS rs eevee —0.4 6.0 5.6 nei! 9.8 12.4 NS! 11.0 EST 0.9 
OSD eycterne: —8.2 3.0 Sa2 4.9 a0) 5.4 3.8 1) 4.2 —0.9 
OS Ska micas. 10.9 Delt Ue 16atl —13.4 1325 ao —3.7 —0.9 1.2 

III. Distribution of gross product in relation to total (percentage) 
OAS Ge ars Doel 253 5.4 6.0 6.0 0.6 1EO 14.7 PET) 5.9 
OBO oe wehere 25.6 2D 4.8 6.0 5.8 0.7 iieall 14.1 2.6 5.8 
OAS recamtete,e 26.8 24.1 4.2 il 6.4 0.8 tye Ry Des 5.9 
VOB Ears 26.6 24.5 4.5 5.6 5.8 0.6 15 135 Deo 6.9 
MN OAO Wraneresete 23.6 26.1 4.2 6.3 eo Lz £3 13.6 2.5 6.4 
IRON Seton ad PAGE 28.3 4.0 6.2 bp 0.7 2 14.0 2.6 6.2 
MOS Tee tierce Biel! 28.5 4.1 6.0 525) 0.8 12 14.7 2.8 6.0 
OSD, cae 19.2 29.3 4.4 6.3 5.6 0.8 2 14.9 2.9 5.9 
NQS38seeRR we 20.3 S051 4.6 6.5 4.7 0.9 13 14.0 2.8 5.8 


Sources and methods 


Estimates of the gross product at 1950 prices are based on estimates of the gross product at current values, con- 
verted to 1950 prices in accordance with the method described in the general note at the end of chapter I of the Economic 
Survey of Latin America, 1951-52. The gross product of each country, in national currency at 1950 prices, is expressed 
in dollars at 1950 prices, according to the criteria and purchasing power parity exchange rates described in the above- 
mentioned source, op. cit. 

Sources and methods for country data were as follows: 

Argentina: The basic source for gross product data was an unpublished, unofficial study which continued for the 
years 1946-51 the gross product estimates for 1935-45 published by the central bank and entitled La Renta Nacional 
de la Republica Argentina (Buenos Aires, 1946). Figures for 1952 and 1953 were based on recent unpublished estimates. 

Brazil: For the period 1945-50, see Economic Survey of Latin America, 1951-52, table 33, col. (2). For 1951-52, 
estimates were based on data from the Fundagaéo Getulio Vargas, received in December 1953 from the Banco do Desen- 
volvimento Econdémico. 

Chile: For 1952-52, figures were based on the preliminary unpublished study of the Corporacién de Fomento de la 
Produccién entitled The Gross Product of Chile, 1940-52. In the interests of uniformity, see the adjustments introduced 
into table 44, col. (2) of the Economic Survey of Latin America, 1951-52. For 1953, figures were based on projections 
of the gross product carried out by the Institute of Economics of the University of Chile, published in the review, Panorama 
Econémico, No, 92, Santiago. The Institute’s figures were expressed in pesos at 1950 prices, using as a deflator a joint 
index of the cost of living and wholesale prices. These figures were adjusted accordingly: (a) balance of payments figures 
calculated by the Economic Commission for Latin America were used, and (6) the figure for public investment was re- 
al by a more comprehensive figure based on real data and estimated by the Direccién de Estudios of the Ministry 
of Finance. 

Colombia: For 1945-49, unpublished data from the Banco de la Republica. For 1950-53, estimates of Jacques Torfs 
of the International Bank for Reconstruction and Development. Current values were expressed at 1950 prices, deflated 
by ue pict sae rete lower-income brackets in Bogota, ‘ 

wba: For 1945-52, Memoria Anual 1951-52 of the Banco Nacional de Cuba, Havana, December 1952. Fi 
1953 were based on calculations of the ECLA Mexico City office. Current values were expressed at 1950 agenante 3 
aah ce 4 the United States’ gross Hes , 
alvador: Yor 1945-46, Proyecciones Econémicas de las Finanzas Ptblicas: un Estudio Experimental en 
by Henry Cc. Wallich and John H. Adler, Mexico, Fondo de Cultura Econémica, 1949. For 1947-49, Recent Peden 
and Trends in the Economy of El Salvador (E/CN.12/217/Add.6), Economic Commission for Latin America, document 
presented at the 4th Session, Mexico City, 28 May 1951. For 1950, Estimate of the Gross National Product of El Salvador. 
1950 (unpublished). For 1951-53, estimates of the Economic Commission for Latin America. " 

Guatemala: For 1945-51, Producto Nacional Bruto de Guatemala en los Ultimos 24 Ajios, by José Antonio Palarios G. 
of the Banco de Guatemala, December 1952. For 1952-53, estimates of the Economic Commission for Latin America, 
Be en oer er ae and industrial output and changes in the terms of trade. ‘ 

extco: For 9-49, see Economic Survey of Latin America. - 
eet fea y of » 1951-1952, table 55, col. (2). For 1950-53, figures 

Peru: For 1945-51, La Renta Nacional del Perti, Banco Central i 

eee of pe) Onn Commission for Latin America. miaeaitaniiny armed eo 
enezuela: For 1945-46, estimates of the Economic Commission for Latin America. For 1947— i 

pan a iy canned Anual, 1951, Banco Central de Venezuela, Caracas. For 1952-53, estimates ae Ae Teens ace 
or Latin America. 
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Table XI. Latin America: Investment in ten countries, 1945-53 


(Millions of dollars at 1950 prices) 


Years Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mexico Peru Venezuela 

OAS Te cat a 984 700 155 228 46 16 2 

1946, 6.» « 1,032 960 140 326 149 20 = ans + ne 
LOA This creel 1,381 1352 168 358 201 29 Dz, 600 184 199 
OAS) ote 1,873 1,264 196 Phe 186 28 60 650 13% 918 
OAT Sos as 1,730 1,448 218 297 193 40 44, 700 fs 649 
OSD! a5... 1,714 1,616 178 386 220 49 a 738 207 498 
VO5Ns = ee 587 1,796 199 333 245 55 56 788 289 561 
Oe Aes sore Ae) 2,056 200 344 PAIS 58 54 788 300 628 
Re soyete the Ale Ar Le 206 367 222 OL Be 712 345 565 


a ee ee VI Se 


See table X. Sources and methods 


Table XII. Latin America: Salaries, wages and other labour income in six 
countries, 1945-53 


Years Argentina Brazil Chile Colombia Cuba Mezico 


I. Salaries, wages and other labour income 
(Millions of dollars at 1950 prices) 


OSS sees ler sicko ciety <iefeaers tend 3,902 5,040 925 1,265 1,160 1,836 
DAG asaspioct.mtt Yeahs 4,140 5,200 973 1,422 1,236 1,746 
OAT EERUMS SSI. aS kxs 4,862 5,400 912 1,485 1,474 1,825 
OAS BAIS Ae LS D2 5,290 5,400 989 1,515 1,393 1,992 
LOAQ: hese stance Shai eeiR'S «as 5,656 5,808 963 1,766 1,322 2,167 
1950 walz:cxdh ec eBoh » 00k 5,926 6,236 978 1,860 1,359 2,330 
OSM ITRAS GO 3S es Teel 9,727 6,212 A057, 1,843 1,466 2,403 
LO Zo setetel tia) deca sta< aisus iSeries 8 5,458 6,484 1,166 1,907 1,657 2,266 
IS EE ey Meee os eee 5,407 6,248 1,236 5. a 25210 


Il. Salaries, wages and other labour income per worker 


(Dollars at 1950 prices) 


TOAD Sted. MMet.o os 5 TON TE 709 348 578 275 725 296 
LOST Pee: AEE 739 359 608 303 727 273 
WODTOR dorciee see eee eet 853 367 536 303 867 207 
LORS TIE Pea Ree ee ee 912 360 582 303 819 293 
Vie LE pel eres tei ai eT 962 382 535 353 778 305 
LOSUR ates tos Stans An 988 405 543 365 735 315 
OSL, Deon Fs ole oe ee os 939 398 587 354 814 316 
ND Deri eine es ae ets: 5 853 410 614 360 872 291 
LOSS s trae Serko oS A oO writs 832 388 650 zt a 281 


Sources and methods 


Values in national currency at 1950 prices are expressed in dollars at 1950 prices, according to 
the criteria described in the general note at the end of chapter I of the Economic Survey of Latin 
America, 1951-52, and using the same exchange rates. 

The sources for each country were the following: 


Argentina: In the absence of official data on net income by distributive shares, an estimate was 
made by the Economic Commission for Latin America, based on several sources. The method con- 
sisted in determining the net income of workers, employees and small entrepreneurs in the following 
sectors: agriculture and livestock, industry and building, and other activities. 

(a) Agriculture and livestock. A series of monthly rural wages on small farms for the period 
1935-50 appeared in an unpublished study of Francisco Garcia Olano and César H.Belatinde, Buenos 
Aires, entitled Ciclos Econémicos en la Argentina. Monthly data were converted into annual data and 
expressed in 1950 constant values using the implicit deflator of the gross product. 

On the other hand, the number of workers, employees and small entrepreneurs were estimated 
as 90 per cent of the aggregate actively employed population in agriculture and stock raising. (The 
last series was estimated by the Economic Commission for Latin America on the basis of census data.) 

Finally, the rural wages series was multiplied by the number of workers, employees and small 
entrepreneurs engaged in agricultural activities. : ; : 

b) Industry and building. An index of aggregate nominal wages for electric power and gas industries 
was calculated with data from Sintesis Estadistica Mensual de la Republica Argentina. When this index 
is divided by the implicit deflator of the gross product, an index of aggregate real wages is produced. 
This was divided by an index of man-hours worked (averages), obtained from Sintesis Lstadistica 
Mensual, in order to determine the index of real wages per worker. The result was multiplied by 
the index of workers engaged in industry, thus providing an index of total real wages paid in industry 


(1950= 100). 
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Also available was the average wage per industrial worker for 1950 (obtained from Anuario 
Estadistico de la Republica Argentina). This figure was multiplied by the number of workers, employees 
and small entrepreneurs engaged in industry during 1950, thus providing a total of industrial wages 
for that year. This sum was multiplied by the index of total real wages—the calculation of which 
was described in the preceding paragraph—in order to obtain an estimate of aggregate salaries, 
wages and other labour income for the period 1945-53, at 1950 constant pee nan . 

(c) Other activities. Salaries, wages and labour income were obtained by multiplying the actively 
employed population in this sector by average wages calculated in the same way as for industry. 

The net income for the whole economy was estimated by deducting 10 per cent for depreciation 
and indirect taxation from the gross product. ; ‘ 

Finally, income from property was estimated in residual form by deducting the aggregate salaries, 
wages of workers and employees and income of small entrepreneurs from the total net income. 


Brazil: The basic series were taken from the general data received in December 1953 from the 
Banco Nacional do Desenvolvimento Econdémico. This information corresponds to estimates made 
by research workers on the gross product of the Instituto Brasileiro do Economia, an organ of the 
Fundacio Getulio Vargas. Among the material appears a table showing net income by distributive 
shares in all activities, except agriculture, and for which a global figure is given. In order to estimate 
what share of the net income generated by agriculture corresponds to wages and salaries and which 
to property, an estimate was made of the population actively employed in agriculture during 1940-50 
on the basis of census data. It was assumed that 95 per cent of this total consists of employees, 
workers, and small entrepreneurs. 

Further data was available showing that agricultural wages per worker fluctuated between 5 
thousand cruzeiros annually for employees and workers and 4 thousand cruzeiros a year for owner- 
workers. (See Brovedani’s unpublished study, The Gross National Product of Brazil, 1940-49, page 11.) 
Expressed at 1950 prices, the average gives a sum of 4,530 cruzeiros. To obtain an estimate for 
agricultural wages for other years, an index of real wages was used, calculated by the Economic 
Commission for Latin America on the basis of the index of nominal industrial wages, which appears 
in the review, Conjuntura Econémica. 

By multiplying the series of annual wages by that of agricultural workers, a total of salaries, 
wages and income of independent farmers was obtained. When this total is subtracted from net 
agricultural income, the income derived from property is obtained in residual form. For other activities, 
the current values are expressed at 1950 prices, by means of the implicit deflator index of Brazil’s 
gross product. 


Chile: Estimates for net income are based on a preliminary unpublished study of the Corporacién 
de Fomento de la Produccién entitled The Gross Product of Chile, 1940-52. Current values were 
expressed in pesos at 1950 prices using the implicit deflator of the gross product taken from the 
same source. 


Colombia: For 1945-51, unpublished data from the Banco de la Republica, deflated by the cost 
of living index for lower-income brackets in Bogotdé. For 1952-53, estimates of the Economic 
Commission for Latin America. 


Cuba: See Memoria Anual, 1951-52, of the Banco Nacional de Cuba, page 169, table 30. Figures 
for 1952 and 1953 are estimates. Current values were reduced to constant 1950 values, through 
dividing by the implicit deflator of the United States’ gross product. 


Mexico: For 1945-50, data were obtained from Desarrollo Econémico de México y su Capacidad 

ee Absorber Capital del Exterior, Nacional Financiera, Mexico, 1953. Data for 1951 and 1952 are 

ased on preliminary figures of the Banco de México and the Nacional Financiera’s Informe Anual, 
1953. Data for 1953 are estimates of the Economic Commission for Latin America. 


Figures are expressed in pesos at 1950 prices, using the implicit deflator of the gross product- 
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Table XIII. Latin America: Public expenditure and investment in nine countries, 1945-53 


(Millions of dollars at 1950 prices) 


Years Argentina Brazil Chile Colombia El Salvador Guatemala Mezico Peru 


Venezuela 
I. Aggregate public expenditure 

94S eee I Pagar 1,168 230 236 10 28 463 34, 

94622. aoe ood 1,260 Zod 231 16 39 413 38 
Tlie. A 1,335 1,212 229 229 21 41 475 AA 313 
LOOSE A. cee 2,018 1,308 230 230 20 54 plig 48 338 
GAG RE ees 1,844 1,596 224 224 23 52 587 83 561 
TOS Ohare cieres 1,907 1,896 263 263 29 45 675 101 596 
OG Tes. arse 2 1,955 Nfl 215 2) 32 42 TED 136 540 
NOS Ph itera 13557 1,614 346 346 38 50 TA? bs 729 
OOOH Sek es 1,318 1,622 298 298 ea Pn 675 

II. Public investment 

OAS At, oe Bias 460. 280 60 70 2, a 188 Be 

WO AGE Re co crys 492 276 58 84 4 df 188 a < 
JOY Ne IE 349 Sle) 54 92 5 13 200 5 2 
TORS Soe Go. ne 889 340 48 86 6 1 238 10 155 
AOR a cee 667 380 45 62 6 16 PGs) 20 270 
OSORA e534 667 456 52 45 8 tly¢ 325 22 280 
ODMR sce cae 635 465 63 85 8 18 338 44, 218 
LOS Ze wee 460 482 he 96 10 21 350 Dill 

1S 51 ae ge 444 490 59 127 12 23 300 


Sources and methods 
In general, ee for (ae expenditure were obtained from official sources. When this was impossible, the United 
Nations Statistical Yearbook, 1952, was used. Total public expenditure was calculated by adding current investment 
expenditure and excluding transfers. Current values were converted to 1950 prices by the use of deflator indices of the 
gross product for each country. Values at 1950 prices, in national currency, are expressed in dollars at 1950 prices, 
according to the criteria and purchasing power parity exchange rates cited in the general note at the end of Chapter I 
of the Economic Survey of Latin America, 1951-52. 


The sources for each country were as follows: 

Argentina: (a) Aggregate public expenditure: for 1945-50, the same source as public investment (see below); for 
1951-53, estimates of the Economic Commission for Latin America, based on data for public expenditure, appearing in 
the Review of the River Plate, Buenos Aires. 

(6) Public investment: 1945-52, figures appearing in tabular form in the unofficial, unpublished study on Argentina’s 
gross product for 1935-50, and extrapolations made on the same basis as this study. The figure for 1953 is an estimate 
made by the Economic Commission for Latin America. 


Brazil: For 1945-50, estimates of the Economic Commission for Latin America, based on figures of the Relatorio do 
Banco do Brasil, 1952; for 1951-52, estimates based on figures of the United Nations Statistical Yearbook, 1952; for 1953, 
estimates of the Economic Commission for Latin America. 


Chile: For 1945-52, Andlisis de la Politica Fiscal de Chile, 1940-53. Tendencias a Largo Plazo, Estructura Actual y 
Problemas con Relacién al Desarrollo Econémico, an cE ae study of Carlos Oyarzin on behalf of the Economic 
Commission for Latin America; for 1953, estimates of the Economic Commission for Latin America. 


Colombia: For 1945-53, estimates of the Economic Commission for Latin America on the basis of information received 
from the Banco de la Reptiblica and estimates of Jacques Torfs. 


EI Salvador: For 1949-52, the United Nations Statistical Yearbook, 1952. 


Guatemala: (a) Aggregate public expenditure was calculated by the Economic Commission for Latin America on the 
basis of figures published in the United Nawous Statistical Yearbook, 1952. ; 
(6) Data on public investment were taken from the study of José Antonio Palacios. 


Mexico: For 1945-51, Desarrollo Econédmico de México y su Capacidad para Absorber Capitales Extranjeros, table 116. 
Public expenditure for 1952 was based on figures published in the tinited ations Statistical Yearbook, 1952, and for 1953 
was estimated by the Economic Commission for Latin America. 


Peru: (a) Public expenditure for 1945-46, estimated by the Economic Commission for Latin America; for 1947-49, 
La Renta Nacional del Pert, 1950-51, page 132; for 1950-51, La Renta Nacional del Pert, 1952, page 82. 

(6) Public investment for 1945-46, estimated by the Economic Commission for Latin America on the basis of move- 
ments of aggregate gross investment; for 1947-52, La Renta Nacional del Perti, 1952, page 22. 


P la: Publi enditure for 1947-48, the United Nations Statistical Yearbook, 1952, page 495; for 1949-50, 
Sie he ee, Gantt a eaernel 1950, page 34; for 1951, Memoria del Banco Central de Venezuela, 1951, page 82; 


1952, the United Nations Statistical Yearbook, 1952, page 455. 
ap 6 Public “Leper for 1947-50, Memoria del Banco Central de Venezuela, 1950, page 34; for 1951, Memoria del 


Banco Central de Venezuela, 1951, page 82. 
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Table XIV. Latin America: Capacity for external payment and imports in ten selected countries, 
1945-53 


(Millions of dollars at 1950 prices) 


iT 
Years Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mexico Peru Venezuela 


I. Capacity for external payment 


TOAD). isiovenctsss 1,056 960 341 aE d. a3 ae 676 = 

LOANS cece: 1,509 1,291 321 Se 5 34 70 737 199 py 
LOATEE fae - sree 1,842 1,441 358 359 936 51 87 864 225 1,040 
L94BIE.. es 1,488 S75 411 356 798 51 79 761 207 1,523 
LOAD ricatae 1,042 e277 410 385 661 63 74 734 207 1,351 
UCB) a omeaee 1,233 1,468 356 462. 716 76 93 928 233 1,225 
LOSI seqeres 1,276 1,739 455 525 816 55 84, 1,018 296 1,314 
IL KYA ede oes 762 1,390 540 545 666 50 85 1,021 316 1,477 
LOSS erevciwerr ae 1,169 1,330 398 548 674 54 89 809 Ns ee 

II. Imports 

1945... see 423 661 251 B 3 Bi 3 572 " 

946M... 252 834 888 298 te 457 29 46 812 186 #4 
LOAMTEE ene 1,784 1,473 336 434, 686 44 66 865 205 725 
OAS Merintrtes: 1,557 1,220 312 385 658 AT 74 710 186 869 
LOA OIE ores ats 1,132 22 342 341 549 46 75 594 182 940 
TOSO ES cosa. 1,070 1,188 286 422 617 59 TH 694 209 767 
I Bg oc oe 1,368 1,974 369 466 701 47 84 932 270 855 
OD 25 cert 1,118 1,886 390 456 652 45 76 867 297 950 
LOD snqromioab ition 854 1,258 323 485 557 48 80 831 298 930 


Sources and methods 


Total capacity for external payment is the sum of exports plus inflow of foreign capital. For conversion of current 
values to dollars at 1950 prices, see Economic Survey of Latin America, 1951-52, the section concerned with the balance 
of payments in the ginsial note at the end of chapter I. 

The principal source for the capacity for external payment, as well as for imports, was the International Monetary 
Fund’s Balance of Payments Yearbook. Figures for 1953 are estimates made by the Economic Commission for Latin America 
on the basis of data obtained partly from the latest issues of International Financial Statistics. For more comprehensive 
information on sources and methods for Argentina, Brazil, Chile and Mexico, see Economic Survey of Latin America, 
1951-52, tables 23, 29, 35, 39, 45, 50, 57 and 59. 


Chapter II 


THE BALANCE OF PAYMENTS AND INTERNATIONAL CAPITAL MOVEMENTS 


I. GENERAL CONSIDERATIONS 


In 1952, the balance of payments deficit in Latin- 
American countries was the highest ever recorded in the 
post-war period. This deficit was followed in 1953 by a 
surplus which will probably constitute another record. 
But the cost of this achievement was high, since the import 
value of goods and services was 16 per cent lower than the 
1952 figure and 18 per cent below 1951. (See table 16.) 
The 1953 level, although higher than import values before 
1951, was the lowest in relation to the region’s gross prod- 
uct during the post-war period. 


In 1951, Latin America’s balance of payments deficit 
was due to an exceptional 40 per cent rise in the import 
value of goods and services; this increase was almost twice 
as great as the increase in the net balance available for 
imports. In 1952 there was a slight fall in imports, but the 
situation deteriorated since the region’s net balance avail- 
able for imports declined even more. (See chart XVII.) 
Since mid-1952, however, an improvement has been noted, 


and while imports have continued to decline, exports have 
substantially recovered. 


These over-all tendencies do not reflect the differences 
which may be observed if the countries are considered in- 
dividually. In this connexion, the distinction made in the 
Economic Survey of Latin America, 1951-52, between the 
countries of the dollar and the non-dollar areas,’ may well 
be retained. The countries in the second group were those 
in which the payments crisis of 1951-52 occurred; they 
accounted for almost the entire reduction in imports, and 
also for most of the export recovery. Conversely, the dollar 
area countries have enjoyed a favourable balance of pay- 
ments since 1948 and maintained relatively stable trade 
surpluses, during 1952-53, despite minor seasonal varia- 
tions. (See table 17.) 


‘The countries in this zone, hereinafter referred to as the “non- 
dollar zone”, are Argentina, Brazil, Chile, Paraguay, Peru and 
Uruguay. All the other Latin-American republics are considered 
as belonging to the dollar zone. To simplify procedure, the conven- 
tional classification of the International Monetary Fund has been 
adopted. 


Table 16. Latin America: Balance of payments 
(Millions of dollars) 


1948 1949 1950 1951* 19528 1953 
I. Net balance available for imports: 
(A) Exports: 
LUNES CTI eaten ts ro eget Reiter ie See ee Red eae 6,072 5,137 6,160 teal 6,500 6,970 
OEser vices! ees eee Ree tir ate Seni etre States ences ots 397 408 390 401 480 450 
ANGE, «roe Se ees Bad Pe oe oh RI en 6,469 5,545 6,550 7,612 6,980 7,420 
(B) Net capital investment: 
Ait OWEN Mie cos acts s) ays) or = au Saeteln Seared ns dpi 541 650 268 743 850 
ROD SU Ovi Sea ES Pars Ao (oso soho aye la, Sie nic eZ oe, —841 —226 2.110 S58) =150 
“Los cans beac - Sai Sat aS se are ee —300 424 58 590 700 | a 
(C) Earnings and interest on foreign investment...........-+ —829 OOM: —799 —945 _845 | 
Rotel otal Saw minser hqacricite Mtec- cise asin oe aden « 5,340 5,372 5,853 Top eyil 6,835 7,020 
Il. Imports of goods and services: 
NE ee a cas eo aS ee AR rime eres wt eS 8 4,911 4,469 4,495 6,356 6,284 5,200 
7 (i ess oS ae enone eee enna circ Sct 841 764 798 1,079 1,016 900 
MPO taleo pil apere te Mateos etect ireaurke ds apse cles ats. 5,752 5,200 5,293 7,435 7,300 6,060 
Il. Difference in the net balance available for imports and imports 
of goods and services........++.seeereeeerecerererecenes —412 139 560 Ks} —4l15 960 
[V. Methods of compensating this difference: 
(A) Variation in gold and foreign exchange reserves....... —552 —38 346 —144 aH 
(B) Short-term official credits (increase —)4.......-.+.-+-- ae - Pe — a mp 


(C) Errors and omissions..........+-+-+seseeeeere reece 


Source: 1948-51, International Monetary Fund; 1952-53, estimated by the Economic Commission for Latin America. 


a Preliminary. 
b Net travel account 


lus gross transport and insurance receipts. 


: : 3 fe 
e Net services, excluding travel, plus gross transport and insurance payments. | yeni 
4 Includes deferred payments on imports as well as changes in short-term official and banking liabilities. 
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Table 17. Latin America: Quarterly trade balances at annual rates 


(Millions of dollars) 


Dollar area: 


Exports eee 4,176 4,167 3,884 

lim POLS Pete e eaters 3,337 3,209 3,197 

iBalancesemereenieee 839 675 687 
Non-dollar area: 

Exports: yj onscetie a. 95040 2,647 2,915 

Tm poOctseere werent 4,565 4,212 B00 

Balancevsriccc aeriece —1,519 —1,565 —462 
Total Latin America: 

EXP OUES siajaioveieasusiionel= Up? 6,814 6,799 

Em ports? sper. etaeess 7,902 7,610 6,586 

Balan ceseent cece: —680 —796 Bile 


3,837 4,064 3,938 3,795 4,014 
3,336 3,113 3,221 3,306 3,405 
501 951 TAG 489 609 
3,439 3,330 3,992 4,034 4,164 
3,080 2,928 3,020 3,223 3,739 
309 802 ile 811 425 
7,276 7,394 7,910 7,829 8,178 
6,416 5,641 6,241 6,529 7,146 
860 1,753 1,289 1,300 1,034 


Source: International Monetary Fund, International Financial Statistics. 
® Partially estimated by the Economic Commission for Latin America. , ; 
b Imports are on a c.i.f. basis, thus giving balances a negative bias compared to balance of payments figures, in which 


imports are on an f.o.b. basis. 


The relatively weak balance of payments position of the 
non-dollar area countries was largely responsible for the 
recent change in the direction of their trade and for the 
relatively slight use of international monetary reserves to 
offset the difference between imports and the net balance 
available for imports during 1952. The payments prob- 
lems of these countries have been further aggravated by 
the fact that the gross product of some of them has been 
increasing with great rapidity, with a corresponding rise 
in import demand. 


II. NET BALANCE AVAILABLE FOR IMPORTS AND 
IMPORTS OF GOODS AND SERVICES 


In 1947-48 and 1951-52, the balance of payments deficits 
of the non-dollar area occurred when the net balance avail- 
able for imports was moving rapidly upwards, while sur- 
pluses were accumulated during periods of decline. There 
can be no doubt that fluctuations of this nature have an 
adverse effect on balanced economic development and the 
adequate availability of goods and services. 


This situation is related to income fluctuations. The gross 
product of the non-dollar area (excluding Argentina) has 
grown almost continuously during the last seven years. 
This growth, in countries with a high capacity to import, 
tends to exert a constant pressure upon the payments capac- 
ity of the area and leads to rising imports. These cannot 
be financed by the net balance available to pay for them, 
and can only be held in check by strict quantitative con- 
trols. Moreover, during an upward swing in the cycle, the 
pressure of deferred demand for imports created by rising 
income is accentuated by a relaxation of controls, and the 
payments position tends to become critical. The disequi- 
librium is therefore increased and tends to perpetuate 
itself, 


Imports of goods and services into the non-dollar area 
represented 18.5 per cent of the gross product in 1947 and 


1951, declining to between 12.5 and 12.0 per cent in 1950 
and 1953. But the surpluses created by these sharp reduc- 
tions in imports were insufficient to offset the cumulative 


Chart XVII 


LATIN AMERICA: NET BALANCE AVAILABLE 
FOR IMPORTS AND IMPORTS OF GOODS 
AND SERVICES 


(Natural scale) 
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‘able 18. Latin America: Gross product, net balance available for imports, 
of goods and services, 1948-53 
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external means of payment and imports 


ee ee ee eee 


1948 


1949 


Gallen 1950 1951 1952 1953 
dollars) (1948 =100) 

atin America (excluding Argentina): 

Gross product. 

SIR aetcet Sarg ie a ie. 8 aes el see ho eisuss. ayRisimas 8 /ssa6 20) 

Net balance available for imports...............000000-.. ; au 4 07 is ie 134 
Materdal moans of payment......00.. occ. das -..e. ch... 7,202 102 109 128 130 ite 
External means of payment as percentage of gross product 29 28 26 27 26 25 
Imports as percentage of gross PLOU Cte mer an ccd cee «cn aliy/ 16 14 Wi 17 14 
lollar area:® 

Gross product 

ee ee hes as te hs Ae vee ya Wn 0.6 oh as coli 11,610 101 

Net balance available for imports..............0.ececeees 2,826 91 100 120 196 te 
mextetnal means of payment. ... 06.0... chcges see lives 4,334 97 108 126 131 131 
External means of payment as percentage of gross product Shy 36 36 37 37 37 
Imports as percentage of gross product...............0.005 23 21 20 22 22 74h\ 
‘on-dollar area (excluding Argentina) :» 

Gross product...... 10,658 

RE Daan e nace one wee ngalas ss wees neee was : 107 126 144 

Net balance available for imports... ..:..........00000.0% 1,602 100 109 150 ie ia 
mxternal means’ of payment: .. e600 00. ea 2,528 99 104 AWAY 119 123 
External means of payment as percentage of gross product... 24 2 20 21 18 18 
Imports as percentage of gross product.................4. 16 15 13 18 17 12 
rgentina: 

cee octuctr ents, Ney u Sch Aes SPUR ASB. ini ee RIE 9,061 91 94 101 94 104 
fet balance available for imports. ............0.000eecsee 1,026 98 120 gL 81 122 
Serecaaumeans Of payment), Divs ov ).dslo dias G@hake awk 1,966 88 102 106 67 86 
External means of payment as percentage of gross product... 22 21 24 23 15 18 
Imports as percentage of gross product..............2.-++% 17 ll ll 16 US 9 


Source: Economic Commission for Latin America, based on data from the International Monetary Fund and official sources. 


Note: Figures are not available for all the countries of each area, nor have adjustments been made to exclude intra-area transactions, 
fc., in the monetary area groupings. For these reasons the figures in this table should be considered provisional. 


8 Colombia, Cuba, El Salvador, Guatemala, Mexico and Venezuela only. 


> Brazil, Chile and Peru only. 


eficits in boom periods. As a result, monetary reserves 
ave been reduced and external means of payment? have 
ageed behind the rapid growth of the gross product; by 
953 they had fallen to only 18 per cent of the gross prod- 
ct. (See table 18.) 


On the other hand, the balance of payments experience 
f the dollar area has been entirely different. While in the 
on-dollar area (excluding Argentina) there was a rise 
n the gross product despite the violent fluctuations in the 
et balance available for imports, the growth of the gross 
roduct in the dollar area was slower and far more sensi- 
ive to such fluctuations. At no time since 1947 has there 
een a payments deficit, and the value of imports has only 
aried between 20 and 23 per cent of the gross product. 
xternal means of payment have also fluctuated within 
arrow limits (36 and 37 per cent of the gross product). 
‘he margin between external means of payment and any 
robable level of imports may be considered more than 


dequate. 


Argentina’s balance of payments position conforms to 
either of the general trends described above. Fluctuations 
1 the net balance available for imports have been even 
jore pronounced than in the other countries of the non- 
ollar area, while the gross product has remained rela- 
vely stable during the past few year. Imports dropped to 
2 The external means of payment in any year are equal to the net 


alance available for imports, plus the average gold and foreign 
xchange holdings at the beginning and at the end of the year. 


a mere 9 per cent of the gross product in 1953, against 20 
per cent in 1947, while external means of payment fell 
from more than one-third of the gross product to only 18 
per cent during the same period. This was the result of the 
intensive utilization of reserves by Argentina at the begin- 
ning of the post-war period in order to finance the repur- 
chase of foreign investments, involving approximately 900 
million dollars, and the substantial imports of 1947, which 
have not since been equalled. Subsequently, climatic fac- 
tors intervened to reduce exportable output. 


The explanation of the divergent trends in the balance 
of payments is most complex and far exceeds the scope of 
this chapter. Perhaps the most satisfactory explanation is 
that the economies of the non-dollar countries as a whole 
are less sensitive to external fluctuations. This is due to 
their lesser degree of dependence on foreign trade and the 
rigid controls to which they have been subjected, as well as 
to policies designed to maintain full employment and the 
rate of development.® Price variations on the world market 
have also played an important role in the fluctuations of 
the net balance available for imports. 


The general balance of payments crisis in 1951-52 ob- 
scured a significant favourable trend in Latin America’s 
distribution of payments. Imports of goods and services 
from the United States, which in 1947 represented 69.4 


° This generalization applies principally to Argentina and Brazil 
and to a considerably lesser degree to Chile and Uruguay. It is not 
particularly applicable to Paraguay or Peru. 
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Table 19. Latin America: The net balance available for imports and imports of goods and services, 
by regions*, 1947-52 


1947 1948 1949 1950 ~ 1951» 1952» 
(millions of dollars) (1947 =100) 
I. Indices 
With the United States: 
Net balance available for imports.............. 2,110 113 123 126 + a 
Imports of goods and services.............:.-- 3,870 86 72 72 
With the rest of the world: 
Net balance available for imports.............. 3,056 87 82 96 +e res 
Imports of goods and services............-+4+- 1,709 124 127 131 
II. Percentages of total 
With the United States: 
Net balance available for imports.............. 40.8 47.4 51.0 47.5 45.9 ae 
Imports of goods and services...............-- 69.4 61.0 56.1 55.4 54.6 ; 
With the rest of the world: 
- Net balance available for imports.............. 59.2 52.6 49.0 52.5 54.1 ae 
Imports of goods and services..............-.. 30.6 39.0 43.9 44.6 45.4 47. 


a 


Sources: 1947-51, International Monetary Fund; 1952, estimated by the Economic Commission for Latin America. 


* From the point of view of Latin America. 
> Preliminary. 


per cent of all Latin America’s imports, have proportion- 
ally declined, registering only 52.3 per cent in 1952. At 
the same time, the net balance available for payment of 
imports from the United States, increased from 40.8 per 
cent to 54.2 per cent of the total balance, and thus exceeded 
the percentage figure for imports of goods and services 
for the first time since the end of the war. (See table 19.) 
A deficit in the balance of payments with the United States 
still existed owing to the high absolute level of imports, 
while, also for the first time since the war, the region was 
in deficit with the rest of the world. Nevertheless, the final 
figures for 1953 may well reveal that Latin America as a 
whole was no longer dependent upon a surplus with the 
rest of the world, or on dollar transfers from the same 
source, to balance its payments with the United States. 


This favourable modification in the distribution of pay- 
ments reflected two main trends, Firstly, since 1947—the 
first year for which complete data are available—there was 
a 67 per cent increase in Latin America’s net balance 
available for purchases from the United States, while im- 
ports from that country remained relatively stable. Sec- 
ondly, while the net balance available for imports from 
the rest of the world remained unchanged, there was a 94 
per cent rise in imports from this source. The reasons for 
these trends include such diverse factors as Europe’s post- 
war economic revival and exchange controls favouring 
non-dollar imports. Many of these factors have been dis- 
cussed in previous studies or in other chapters of this 
Survey. 


It would be an over-simplification to state that Latin 
America finances imports from the United States from its 
balance of exports and net capital transactions with that 
country. Latin-American countries earn appreciable quan- 
tities of dollars by selling dollar goods to the rest of the 
world. In fact, the dollar area normally has a balance of 
payments deficit with the United States which is offset by 
other hard currency income. The non-dollar area, however, 
receives relatively little dollar income from third parties, 
whereas it must make substantial dollar outlays for goods 
and services to the rest of the world. These outlays must 


be financed by a balance of payments surplus with the 
United States. The absence of such a surplus with the 
United States during the second half of 1951 and the first 
half of 1952 was the principal factor in the payments crisis 
during those years. 


Trade balance figures, in the absence of recent balance 
of payments data, indicate that the payments surplus of 
the non-dollar area with the United States has been more 
than fully restored, while the deficit of the dollar area was 
even converted into a surplus during the first quarter of 
1953. (See table 21.) At the same time, the non-dollar 
countries were building up a favourable trade balance with 
western Europe during the first three quarters of 1953. 
The weaker position of the hard-currency countries 
vis-a-vis European countries during the first part of the 
year was not of great significance, since trade deficits with 
the United States were substantially reduced, although 
towards the end of the year they again increased. 


III. MEANS OF COMPENSATING THE DIFFERENCE BETWEEN 
THE NET BALANCE AVAILABLE FOR IMPORTS AND IMPORTS 
OF GOODS AND SERVICES 


Although Latin America’s balance of payments deficit 
in 1952 was more than twice as great as in the previous 
year, the loss in the region’s gold and foreign exchange 
reserves was reduced to only one-third of the 1951 figure. 
Most of the 1952 deficit was offset by short-term official 
and private credit, which amounted to an estimated 500 
million dollars.* 


Practically all of these credits were received by the non- 
dollar area and took the form mainly of adverse balances 
in trade and payments agreements as well as deferred 
import payments. The greater part of Brazil’s cumulative 
payments deficit during 1951 and 1952, amounting to a 


“The situation is more confusing if examined in the light of the 
relatively high figure for errors and omissions, which could include 
large and unregistered short and long-term capital movements. In 
any case, this figure was substantial and positive for the entire period 
under analysis. (See table 16.) 
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Table 20. Latin America: Balance of payments, by regions* 


(Millions of dollars) 
ree PO Se 6 HoT inde oRpetsre maistol om GS 


1951» 19520 
United Rest ii 
Slates the world Totale ‘Sates the woetd Totale 
1. Net balance available for imports: 
(A) Exports: 
DE g00ds . re. Byoeo 3,678 GALL 
PR ee eae : ; ; 3,591 2,909 6,500 
ee wh ne «cis dis es na ves 144 11 155 ikaw 30 "167 
TEL RRR ee eae. ST, Me RA 3,677 3,689 7,366 3,728 2,939 6,667 
(B) Net capital investment:4 
ner 1, tenn a WE Ry ne EO er ene 588 269 857 726 124 850 
ULL Oona tans otras sien gnaw wae ates —138 —129 —267 —120 —30 —150 
iia SOME ors nn si Mca > uss ee 450 140 590 390 51 , 441 
(C) Earnings and interest on foreign investment....... —906 —39 —945 —800 —45 —845 
JERS Et ee. en , o. 3,221 3,790 7,011 3,534 2,988 6,522 
II. Imports of goods and services: 
(A) Goods ee Te Cee An, eer eC 3, 1p3 2,623 6,356 3,470 2,760 6,230 
NaS ROE MORON gs die acres eee ners bat eee Oe 192 641 833 156 551 707 
SOO L artrete ae Ae a arc Hee oie, PNM, 5. ae SRE 3,925 3,264 7,189 3,626 3,311 6,937 
III. Difference in the net balance available for imports and 
EDUPOIES Of LOOLS- ME-SERDLCES Or eine Finn ss ee 0s —704 526 —178 —92, =323 —415 
IV. Methods of compensating this difference: 
(A) Variation in gold and foreign exchange reserves.. —63 —$] — 144 159 AS, —50 
(B) Short-term official credits (increase —)®........ —108 —] —109 —150 —350 —500 
(C) Errors and omissions and transfers of dollars to 
Other-resionseswrac crs coe gugy eT ee ee —533 608 75 —101 236 135 


Sources: 1951, International Monetary Fund; 1952, estimated by the Economic Commission for Latin America. 

« From the point of view of Latin America. 

b Preliminary. 

© The totals of individual groups do not correspond to the totals which appear in table 16, owing to differences in “grossing’’. Net totals 
are nevertheless equal. 

4 Partly net figures. 

© Includes deferred payments on imports as well as changes in short-term official and banking liabilities. 


Table 21. Latin America: Trade balances’ with the United States and Western Europe, 1948-53 
(Millions of dollars) 


1948 1949 1950 1951 1952 1952» 1953» 
ef IT III eg I fF eu es IVe 

Dollar area: 

yatbetine Letts, . Breae pn —548 —392 —229 —502 —259 —225 —360 —228 —221 232 —86 —104 —674 
~~ With Western Europe... 310 211 196 305 151 es Ly nis —108 90 168 sys 
Non-dollar area: 

‘Myla eug lat 6 ee —lll 146 524 236 326 —43 —20 665 703 845 670 724 529 

With Western Europe... 848 204 341 210 23 $3 6K ev nf 633 554 588 <p 


Latin America: 
ayath: the Ws SPAS Le —814 —420 187 —259 68 —268 —380 437 482 1,074 584 614 —147 


With Western Europe... 1,158 415 537 515 174 406 96 119 112 520 644. 756 


Fund and International Bank for Reconstruction and Development, 


Sources: United Nations Statistical Office, International Monetary 
Survey of Current Business and Foreign Commerce 


Direction of International Trade (Statistical Papers series); U. S. Department of Commerce, 
Weekly. 

a These trade balances are not compara 
of valuation have been used. 
‘ b Quarterly balances at annual rates. 

¢ Estimated. 


ble with each other or with those given in table 17, in that different sources and different methods 
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little over 1,000 million dollars, was of this kind. The 
central bank in Uruguay had a 75 million dollars net 
debit in foreign exchange, apart from a loss in gold re- 
serves of 84 million dollars during the 12 months ending 
March 1952. The drop of 1,000 million pesos in the gross 
reserves of Argentina’s central bank was also matched by 
a similar increase in liabilities to correspondents abroad. 


By far the largest share of credits granted to the region 
was made available to Brazil, although it is believed that 
large credits were also furnished to Argentina. In Uruguay 
during 1951, and probably in Chile during the latter part 
of 1953, credits were also an important factor in financing 
deficits. On the other hand, they played a far less impor- 
tant role in Paraguay and Peru. 


Apart from the credits mentioned above, short-term 
funds were also available from the International Monetary 
Fund, the U.S. Stabilization Fund, the Export-Import Bank 
and certain export credit institutions in other countries. 
Institutions of the latter type do not normally extend credit 
for balance of payments purposes, although during the 
payments crisis their loans indirectly assisted overseas ex- 
porters to recover their credits with Latin-American im- 
porters. Among more recent transactions of the Fund have 
been a 12.5 million dollar loan to Chile to counter the 
effects of devaluation, a 2.5 million dollar credit to Bolivia, 
and the sale of 10 million pounds to Brazil in connexion 
with the sterling settlement. Chile and Bolivia have also 
received additional aid from the United States in the form 
of contracts for the purchase of surplus export products. 
The most recent activity of the U.S. Stabilization Fund was 
the agreement with Peru to make available 12.5 million 
dollars, matched by a standby agreement with the Inter- 
national Monetary Fund for the same amount, and a 5 
million dollar commercial bank loan, to aid the converti- 
bility of the sol during the present balance of payments 
difficulty of the country. 


Although the greater part of the 1951-52 deficit of the 
non-dollar area was offset by short-term credits, gold and 
foreign exchange holdings of this area fell by an estimated 
30 per cent or about 550 million dollars, between March 
1951 and mid-1952. (See table 22 and chart XIX.)*° Some 
450 million dollars of this loss was accounted for by 
Argentina and Brazil in almost equal proportions. Re- 
serves of the other non-dollar countries, excluding Uru- 
guay, declined by substantially smaller amounts during 
the same period. At the close of 1953, approximately half 
these losses had been restored. 


During 1951-52, the experience of the dollar area coun- 
tries was quite different. Except in Mexico and Cuba, inter- 
national monetary reserves increased steadily until mid- 
1953, when falling world market prices and reduced de- 
mand began to affect the reserves of certain dollar coun- 
tries. A small decline in reserves was also experienced 
from mid-1952 onwards by the sugar exporting countries 
(Cuba and the Dominican Republic) and Bolivia. This 
reflected the general adverse trend in the principal exports 
of these countries. In 1951, the balance of payments situa- 


* These figures refer to both official and bank holdings, contrary 
to the Fund’s practice of considering only official gold and foreign 
exchange as a country’s monetary reserve. In this chapter it has 
been considered that bank reserves are also generally available for 
balance of payments purposes. For some countries, however, it has 
been necessary to include only gold and dollar holdings in U.S. 
banks, in the absence of up-to-date figures on other official and bank 
exchange reserves. 


Chart X VIII 


LATIN AMERICA: GROSS PRODUCT, NET 
BALANCE AVAILABLE FOR IMPORTS AND 
EXTERNAL MEANS OF PAYMENT 


(Natural scale) 
Unit value indices: 1948—100 
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tion in Mexico was fairly similar to that of the non-dollar 
area. A sudden rise in imports led to a deficit, principally 
financed by a drawing down of reserves, which declined 
by over 100 million dollars between March 1951 and June 
1952. By the first quarter of 1953, almost the entire loss 
had been made good, although since that date reserves 
have once more declined. 


It is somewhat difficult to judge the adequacy of Latin 
America’s present international monetary reserve level. 
Although the reserves held by every country in the region 
at the end of 1953 were higher than at the beginning of 
the Korean War, world prices have risen by over 10 per 
cent and import requirements are greater. Furthermore, 
a considerable proportion of reserves is not in practice 
available for balance of payments purposes. This is illus- 
trated by the fact that about 36 per cent of the region’s 
official gold holdings are frozen in legally established gold 
reserves in Brazil and Venezuela and have not been used 
during the last five years. 


In general, however, it is safe to say that the reserve 
position of the whole dollar area in Latin America is sound, 
since reserves have risen more rapidly than the net balance 
available for imports, while external means of payment 
closely followed the curve of the gross product. (See chart 
XVIII.) In contrast, the external means of payment of the 
non-dollar area have fallen considerably behind the net 
balance available for imports, not to mention the gross 
product and imports of goods and services. In 1953, 
Brazil’s total external means of payment were insufficient 
to meet the 1951-52 import level, although the situation 
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Table 22. 


Latin America: Official and bank reserves of gold and foreign exchange, 1950-53* 


(Millions of dollars) 


1950 1951 
WBE vE IV IL 
‘CUD codecs «olin: Oe See ae 989 1,042 1,141 1,191 
BICXICOS Aster nem. A 128 358 314 295 
Other dollar countries:4 
Bolivia Radilareink Hancid.s(e Saxaidis « 32 46 40 42 
Colombia SHAR c, < aoen c 3, eet; ls 94, 126 129 
Costa Rica sae... 0<..¢. Mee. 15 ll 11 20 
Dominican Republice....... 30 36 42 48 
Heusdor.- per 4. 27 35 31 32 
PU Sal Vad 0 ice etrecieyeceeraesvorees 51 64 44 Mt 
Giiatemalater 97... sania ton 3 46 42 55 
Honduras tes ckc kote one: 17 19 24 24 
mivearagiane. ce ett ek fe 5 10 10 14 
Panama’ chee eee... 24 15 26 28 
Venezuela artenes.... .-. 418 390 391 392 
otalee er ee ie). &: 769 766 788 842 
Non-dollar countries: 
Argentina? er | Ge ON 413 594 482 420 
Brazil Se aE Eee 669 808 587 573 
hilar rt ee 76 88 78 82 
RELSP OSV. PONENT < han bn de 6 16 19 16 
era cee ae ti a 55 82 72 1S 
UGE ogemcia lea saieae 211 324 248 231 
BEOLAL Me a: ate ee 1,430 1,912 1,486 1,395 


4,078 3,729 3,723 


1952 1953 
II IIl IV wf IT TIT IVb 
1,239 1,223 1,170 1,186° 1,292" 1,296° _—i1,219¢ 
193 250 320 338 279 260 285¢ 
AT 38 33 29 36 33 33¢ 
116 129 156 176 ed 173 196 
22 18 18 26 27 23 21 
48 44 42 40 40 37 35 
34 39 44 44 39 38 39 
55 44 46 68 63 52 46 
48 42 45 56 53 40 43 
27 27 24 26 29 27 24t 
16 17 15 23 29 24 7 
26 26 29 41 44 48 28 
445 464 452 414 471 459 442 
884 888 901 947 ~—-'1,012 954 924 
379 360 388 448 480 ATT 459 
526 545 567 545 599 681° 700° 
72 71 96 115 110 104 103¢ 
16 16 18 17 17 15 158 
72 70 69 75 67 63 68! 
238 234 235 249 257 259 291 
1,303 1,296 1,373 1,449 1,530 1,604 —‘1,636 
3,619 3,657 3,764 3,920 4,113 4,114 4,064 


Source: International Monetary Fund, International Financial 
_ Statistics. 


* Figures refer to end of period. 
> Partially estimated by the Economic Commission for Latin 


America. 


has greatly improved during recent months. It should be 
recalled that reserves are of less balance of payments 
significance to the countries of the non-dollar area since 
a large part of their trade is conducted by means of bilat- 
eral payments and clearing agreements in which adverse 
or favourable balances are subject to special arrange- 
ments. Any attempt to assess the adequacy of such reserves 
by means of reserve-import ratios or other formulae must 
take into consideration the whole payments system includ- 
ing compensation arrangements in commercial treaties. 


Two other recent developments in Latin America’s re- 
serve situation are worthy of note. The first was the appear- 
ance of an acute sterling shortage in 1952, which was 
generally visible in the non-dollar area. Figures from the 
Fund refer only to official reserves, but they indicate that 
the drop in reserves was entirely due to the virtual dis- 
appearance of sterling. Apart from sterling and dollars, 
holdings of other currencies actually increased between 
1951 and 1952.° (See table 23.) There was later a sharp 
increase in sterling reserves up to mid-1953, and by the 
end of the year the United Kingdom was becoming con- 
cerned over the size of the holdings and the low level of 


® No separate data are available on Latin America’s holdings of 
West German marks, but they would undoubtedly have shown a de- 
cline between 1951 and 1952. 


¢ Provisional figures. 

4 Excluding Haiti, for which no data are available. 

® Gold reserves, plus official dollar exchange in U. S. banks. 
f November. 

£ Official dollar exchange in U. S. banks only. 


its own exports to the region, particularly to Argentina. 


The second development of importance concerns dollar 
transfers to Latin America from other sources than the 
United States; before 1952, these exceeded 500 millions 
annually, but in 1952, they fell to 175 millions and de- 
clined even further during 1953. This dollar income orig- 
inated mainly from offshore payments to Europe under 
the Marshall Plan and sales of dollar goods to the rest of 
the world. The disappearance of this dollar source illus- 
trates the fact that so long as world currency convertibility 
is not attained, the region as a whole cannot rely upon 
third area earnings to finance balance of payments deficits 
with the dollar area. 


The immediate effects of this trend were less keenly felt 
since in 1952 a proportionate balance was achieved in the 
region’s dollar payments with the United States.’ Thus it is 
probable that the region as a whole did not require third 
area dollar transfers to balance its 1953 payments with the 
United States. Nevertheless, to appreciate the real signifi- 
cance of this development it would be necssary to establish 
which countries have been accustomed to receiving third 
area dollars and whether such countries still require such 
transfers to balance their dollar payments. 


T See section II of this chapter. 
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Table 23. Latin America: Foreign exchange assets and liabilities®* 


(Millions of dollars) ° 


1949 1950 1951 1952 eo) 
Dollar countries: _ oe a 
T otal eross assets aaware ea toreeeteen iene Bhatia teromenasenec es 290 365 4 
Belles Msc et. i ee: Fac Ba tench. seek BUG 348 447 644 ie = 
Other currencies, errors and omissions............-- —27 Nifé 13 36 
Non-dollar countries: se or 
Total omssetas see ee OR es eee et ek 820 825 545 
Dellatt A, Ce ROR TSS, 2 So. AMS SE pais pe 428 256 209 289 
Sterlin es sreeereen: ae cic acs eee». aiecche AME once. ate laewe ti 224 126 160 17 98 
Other currencies, errors and omissions...........-.- 224 Pal 129 199 123 


ee 


Source: International Monetary Fund, International Financial Statistics. 


® Official reserves only, at end of year. 


Chart XIX 
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Note: The broken line indicates reserves at end of June 1950 and 
March 1951, whereas the continuous line shows reserves by quarters 
beginning December 1951. 


IV. FoREIGN CAPITAL MOVEMENTS IN THE BALANCE OF 
PAYMENTS 


1. General features 


The year 1953 may be said to mark the third stage in 
the post-war development of foreign capital activity in 
Latin America. The first stage, from 1946-49, was a period 
of heavy U.S. investment, although mainly in the Vene- 
zuelan petroleum industry, while there was a substantial 


capital outflow to Europe due to repurchases of foreign 
investments in the region. The inflow from international 
credit institutions and technical assistance programmes 
was only beginning. 1950 was a year of transition, when 
U.S. capital movements to Latin America declined to their 
lowest post-war level and economic aid was initially losing 
ground to military aid. 


During the second brief stage of foreign investment 
activity from 1951-52, U.S. private investment revived and 
began to move mainly into manufacturing and mining, 
while there was an actual net disinvestment in the region’s 
petroleum industry. Capital receipts from Europe also 
began to exceed outflows to that region and investment of 
international agencies reached its peak. In short, the net 
inflow of foreign capital into Latin America during these 
years was the greatest during the post-war period. 


In 1953, however, U.S. private investment appears to 
have contracted sharply, perhaps as a reaction to the 
region’s balance of payments crisis and increased uncer- 
tainties or restrictions on remittances of interest and 
profits. Investment by international agencies also showed 
signs of slackening. Disbursements to the region by the 
International Bank for Reconstruction and Development 
were below the level of the previous year and the long-term 
investment activity of the Export-Import Bank was threat- 
ened by curtailment. No information is available on Euro- 
pean investment during 1953. 


In 1951-52, the net outflow of foreign exchange as a 
result of foreign investment activities declined to an aver- 
age of only 250 million dollars annually, after having 
reached 700 millions in 1950 and an average of 600 mil- 
lions in 1947-49, This was due mainly to the increase in the 
net inflow of capital—650 million dollars annually as 
against 100 millions in 1947-49—which was considerably 
higher than the rise in investment profits (900 million 
dollars against 700 millions.) 


These figures on the current net movement of foreign 
exchange arising from foreign investment activity are of 
balance of payments significance, but they should not be 
regarded as indicating that the effect of foreign investment 
in Latin America necessarily causes a net outflow of for- 
eign exchange. Obviously this type of investment generates 
additional foreign exchange income, especially since it is 
directed mainly toward basic export industries. Whether 
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Table 24. Latin America: Import of long-term dollar capital 
(Millions of dollars) 


1950 1951 1952 1953 
U. S. private long-term capital: 
Direct capital movement. . 
Portfolio investment......... : wey Atylibesie. | geov, oF a st se 
wat Seale... .., ee — - —34 —47> 
Net ~ 90 “180 “200 “103 
IMOVEMICUUG,15.. a6. Meee. Bisel eld were. cevastinn. . oo. ateer 20 180 290 103> 
Export-Import Bank: 
Disbursements for develo 
; : DIREMD PULPOSES oa ate ene ica cee 
Amortization of these loans.... : : Bre Rea he ee ie es, A i 
Netimovemient.; 0. O OONne Co gene eg 4, —2 54 52 
Other U.S. grants and credits (net)9< <2... oo. cca nk oueda cues 23 4 ge 14e 
International Bank for Reconstruction and Development: 
Disbunsem Gutseeee ao. seis een co 
‘He tema tae liner dea RS ata nec ne a esr 
INGER CHIC TIS ook Ral ee ee ey ee ene eee 39 5 65 48 
Net movement of Latin American long-term capital to the United States.. —31 =) ao Al 
TOTAL NET MOVEMENT 55 230 410 “196 


Sources: U. S. Department of Commerce, Foreign Investment he United ] l L 
States Government, 1940-51; and Survey of Corrent B A ix ee ane Hoan aaa oe 
’ : y Se tal, C S 
Monetary Pandy fnterationa alt AS ae usiness. Export-Import Bank, Semi-Annual Reports. International 
* Reinvested or undistributed profits of branches are included and those of subsidiari luded. Al luded 
are transactions of Panamanian petroleum interests, which are mostly com dof U.S. rcoollod samMeU-Gecist ul 
2 oe ear hoe 1953 balance of payments data. ie ae ret Slane igo 
_© Excludes the following disbursements for balance of payments purposes: 24 million dollars to Chile in 1950; 92 and 
5 million dollars to Argentina in 1951 and 1952 ape ee 300 mnie dollars to Brazil in 1952. Aes 


4 Fiscal years (1 June to 30 May). 


e Excludes military aid in 1952 and 1953 amounting to 114 and 23 million dollars respectively. 


the initial flow of capital, plus the exchange receipts earned 
or saved by the newly created enterprise are sufficient to 
offset both investment income remittances (in the same cur- 
rency as the investment) and essential purchases of ma- 
chinery, fuel and raw materials is a highly complex but 
interesting question. 


It is even more difficult to assess the share of foreign 
capital in aggregate gross capital formation in any given 
year. Balance of payments data are incomplete and in 
many cases include some short-term capital movements. 
Only incomplete information is available on reinvested 
_ earnings. 


_ As noted above, the direction, though not the nature, of 
“foreign capital movements changed considerably during 
1951-52. The bulk of private foreign investment still took 
the form of direct investments, private portfolio capital 
providing a small outflow of funds. The rise in official in- 
stitutional lending was largely offset by government amor- 
tization charges and debt repayments, which reached the 
rather high figure of some 125 million dollars annually. 
Very little inormation is available on private short-term 
capital movements, many of which are probably unre- 
corded in balance of payments statistics. Owing to lack of 
data it is difficult to analyse the rise in European invest- 
ments in Latin America, but the participation of French 
interests in the iron and steel industries of Colombia and 
Peru and the activities of German firms in Brazil may be 
cited as evidence that the increase did in fact occur. 


Dollar funds continue to form the major part of foreign 
capital movements to Latin America, in spite of the ap- 
parent reverse in 1953 and the increased activity of Euro- 
pean investors. The recent decline in the flow of investment 
was mainly due to the reduction in United States private 
direct investment, which may have declined to more than 
50 per cent below the 1952 level. Export-Import Bank and 
International Bank® disbursements, on the other hand, were 
only a little less than in the previous year, while the re- 
patriation of U.S. portfolio capital from the region in- 
creased very little. In 1953, the net result was a probable 
flow of investment dollars only slightly below the 1951 
level. (See table 24.) 


2. United States private investment 


In 1952, total net direct capital movements to Latin 
America almost equalled the average for the peak years 
1947-49, but there was a very significant difference in the 
direction of this investment. Whereas prior to 1950 the 
petroleum industry (principally in Venezuela) received 
about two-thirds of all U.S. direct capital movements to 
the region, there was a disinvestment in this industry 
during the period 1950-52.° In contrast, manufacturing, 
mining and smelting, which received an average of only 


8 International Bank transactions are included with U.S. capital, 
since most of the Bank’s loans have been made in dollars. 

* Petroleum investment revived in 1952 and may have continued 
to increase in 1953. 
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50 million dollars annually before 1950, attracted an aver- 
age of over 150 millions annually during the years 1950- 
52, representing over three-quarters of total net direct capi- 
tal receipts from the United States during this period. (See 
table 25.) 


Manufacturing investments have been concentrated in 
the two Latin-American countries with the largest domestic 
markets, Brazil and Mexico. Mining and smelting invest- 
ments have mainly benefited a few countries rich in min- 
eral wealth such as Chile, Peru and, from 1952 onwards, 
Venezuela. Excluding Colombia, which has recently en- 


joyed a rise in capital inflow, the remaining investment has 
been widely dispersed throughout the region. Most of the 
capital not directed towards the two industries already 
mentioned has been invested in firms engaged in trade or 
miscellaneous activities. Agriculture and public utilities 
received barely 7 million dollars annually during 1950-52. 


Income on U.S. investments in Latin America has grown 
steadily in recent years, mainly as a result of the expansion 
of petroleum and manufacturing interests. The rate of 
return on the book value of U.S. direct investments has 
remained relatively steady at between 11 and 12 per cent. 


Table 25. Latin America: Net direct United States private investments*—Capital 
movements to selected countries by major industries, 1947-52 


(Millions of dollars) 
er 


Mining 
Countries and years’ Manufacturing an Petroleum Otherse Total 
smelting 

Venezuela: 

LOA (AO Se B alcun ye es eis Bi a 185 

LOS OR es cee nitesevece 4 da —68 7 —39 

LOS LR eae ot ieee os 3 d —39 5 —16 

O52 er ee es 4 da 48 3 eS 
Brazil: 

TOA (40 ele on oe ae te Oc ak 44, 

IVES USS A AO tan OS 17 d 4 1 20 

195 13% Sree aot 61 d 17 8 92 

LOS Zar ech ae cee 65 d 34 9 125 
Chile: 

947-49 ee rca cee 8 

LO50 Cee ee ee - iy d 4 22 

9 SIRs rs one eer ene 3 30 d 1 40 

WEEP) 38 a Peon aoleenn na sre —2 35 dq —3 37 
Mexico: 

1O4(=49) 4 eth. 5 eee of se ual 

LOS OSA. aot soe eee 23 —8 5 5 7a 

UEMURA, stots, o Sree 42 —5 —2 —ll 24. 

LOO 2 et ia toute. eae —3 —4 1 —4 —10 
Colombia: 

POAT=4 905 Fs te. hal. a; 6 

LOS OR eat 7 d =2 -2 ay, 

LOSI Pip Ren eete eat 2 d 4 2 iL 

LOD 2 eae hl eee. c. 8 d 5 i 20 
Peru: 

LOA EAO . cssssereeteaeees He —2 

195025, cio ee 3 3 d 2 2G) 

GS byl Ieper era ann ant? 3 24 d 2 17 

LO D2e eke eee oe —6 29 da 3 28 
Total Latin America:® 

MOAT AQT. cas tue euyern oe 25 26 PALS) 64 329 

JOSOME.:.. cs eee 64 29 —62 15 AT 

OSE. sa bee c 116 60 —31 64 209 

LOS ZT wees.) SRL: 80 120 79 46 324 


Source: U. S. Department of Commerce, Survey of Current Business. 
Includes earnings of U. S. branches retained in Latin America. 


ments, 


> 1947-49 figures are annual averages and are unadjusted by the 1950 census of foreign invest- 


° Only partial figures appear under this heading for all countries except Mexico, for the reason 


given in note 4 below. 


4 Included in the total only to avoid revealin i 
Z : : g figures for a single company. 
Transactions of Panamanian Peholenm interests during heteae 1950-52 and ship sales to 


such interests in 1947-49 are exclu 
tanker fleets. 


ed, since almost all such transactions pertain to U. S.-controlled 
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Table 26. Latin America: Remitt i » 
: ances of income from Unite 
direct and portfolio investments, 1947-524 aes 


(Millions of dollars) 


Countries and years Manufacturing Petroleum Other direct Private portfolio Total 
Venezuela: 
LOAT=AO is. «ntteva sterner dl: ie 
1050.06, ulkaws ES 4 226 6 fs & 
1951. a 236 
For Mamata tt 5 266 7 ais 278 
PAS SORT EN SRE ONE 5 239 11 sig 256 
Brazil: 
OAT AOE Ie Dewiiten.ae 8 o 42 
LOS Oe Meee. Sash 22 as 15 61 
LO STAC. See ltisee Senko 39 23 14 1) 
OS Derthtans myiaperonets atte 32 18 15 65 
Chile: 
ORE AG wee ane © eis cera aaah ore a 
OS Oe teats ae <a. ° e 38 Pe 
TOES Bist ie Ae amie Oe is ° Ge 51 54 
WO aie ae tertsuctyx ac af aailers e e 49 51 
Mexico: 
OAT AO Seren athe oa Sete ty =e ‘ Sul 
OS O egee. ane, ee eect ecu he 8 20 29 
BOY a raed ees ones a fay 8 1 21 31 
ey. ee ee ee ee ti 24, 32 
Cuba: 
1947-49. . 
ePorr ers teess = fs 50 
LOS ORI ee eee es 5 2 36 43 
Oy tere nea exec, ce ayaa tees 4 1 44 49 
Sh yin niaes, ctor ee 5 1 39 44, 
Peru: 
H94 7-40 her Gree ie. bers até . iil 
OS Ome 2 ic eels = © e 10 15 
OS Ne ae eaetarete or ct cial cos S e 23 33 
iC hy eee: ee. ee ae c e 14 25 
Central America:¢ ° 
OAT AGUS ais > wae te a? f 
OBO oie Be he eye ohooh e ° 51 51 
LOS Teeeet, He tere eres to C ° 48 48 
POS 2. aiesio ad aateweate sia isin e e 45 45 
Others: 
Hh ANALG tele vor ¢ be os oes, eirerorer oye < ie ae 103! 
LOS ewer nee te kel ous. sc. ote 10 ] 31 she 41 
TIPO 581 hb Le pa eel ei ea ini 6 43 4e 61 
BOS Oem ters eietaeoveaieleraa ore 10 4 36 a 50 
Total Latin America:® ¢ 
OAT =A Be epeks tes eds sine os 48 211 PAMAN 18 481 
UES (OM nia caceee ee © See eee 55 DAS Tl 206 18 535 
NOS pew oietee is «(oss 1 305 252. 117 647 
SOs eee eas peels) chess abe 64 273 232 20 589 


Source: U. S. Department of Commerce, Survey of Current Business. 

2 Includes earnings of U. S. branches retained in Latin America. 
, 22 1947-49 figures are annual averages and are unadjusted by the 1950 census of U. S. foreign 
investments. 

¢ Included in the totals only, to avoid revealing figures for a single company. 

4 Costa Rica, Guatemala, Honduras and Panama; the rest of the Central American countries are 
included in “‘Others”’. 

e Figures for 1950-52 are adjusted to exclude transactions of Panamanian petroleum interests, 
which are mainly composed of U. S.-controlled tanker fleets. 

f Investment income of Central American countries, for 1947-49, is included in “‘Others”’. 

« Royalties and fees received by the United States from direct investments in Latin America 
are excluded. This item (excluding film rentals) amounted to about 45 million dollars in 1950. 
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In 1951, however, it exceeded 13 per cent, principally as 
a result of the increased profitability of petroleum produc- 
tion, which yielded dividends of about 23 per cent.'° The 
majority of petroleum investment income remittances are 
of course provided by Venezuela, which accounts for over 
40 per cent of all profits remitted by the region to the 
United States. Although most investment payments are 
made by countries which have simultaneously been receiv- 
ing new capital, an exception must be made in the case of 
the Central American and Caribbean republics, where the 
inflow of capital has been small in recent years, while the 
servicing of investments stood at well over 100 million 
dollars annually. In 1952, the tightening of exchange re- 
strictions and less favourable terms of trade for Latin 
America’s raw materials resulted in a small decline in 


10 Fioures on the rate of return must be interpreted with a con- 
siderable degree of caution. In addition to certain statistical prob- 
lems concerning valuation methods and accounting procedures, such 
as the allotment of joint overhead costs between parent and branch 
companies, it should be remembered that undistributed branch 
profits are included in income remittances. This mainly affects the 
profit ratio for extractive industries, where the branch form of or- 
ganization predominates. It is considered, however, that this upward 
bias is to a great extent offset by the practice in extractive industries 
of writing off, as a charge to current profit, major types of explora- 
tion and exploitation expenses. 


profit remittances to the United States, a decrease which 


may have become more pronounced in 1953. (See 


table 26.) 


It would be interesting to present figures on the net | 


impact of private U.S. investment transactions on the 
region’s balance of payments during this period. Unfor- 
tunately no data are available by countries, and the figures 
for the whole region cover only the years 1951-52. These 
data do show, however, that the increase in investment 
during 1952 was due as much to a reduction in the outflow 
of capital as to an increase in the inflow, while a greater 
proportion of subsidiary earnings was retained.” The re- 
tention of a more substantial proportion of profits was 


partly involuntary, since in some cases, foreign exchange _ 


was not released for remittances owing to balance of pay- 
ments difficulties. The outflow of dollar exchange connected 
with capital transactions was reduced by over 200 million 
dollars in 1952, but the decline in investment activity dur- 
ing 1953 probably brought the outflow nearer to the 1951 
level. (See table 27.) 


™ Tt should be noted that undistributed branch earnings are in- 
cluded both in the outflow of profits and the inflow of capital; the 
increase in the inflow of private capital might therefore have been 
due more to the retention of a greater proportion of total branch 
profits in 1952 than to an increase in new capital receipts. 


Vable 27. Latin America: Gross private United States capital transactions, 1951-52 
(Millions of dollars) 


Meanufac- Mining and Private 
turing smelting Petroleum Other direct portfolio Total 
Inflow: 
Gross inflow of private capital: 
O51 eee ee ie Os ee 136 84 54. 140 4 418 
RSIS Seth 5 eames end baa See a 120 140 2: 97 — 469 
Undistributed subsidiary earnings 
LOS eee dela, ae secs aerate 96 16 82 55 — 249 
OD sa See PN aber tectielacheeres eee) 2 94, 15 135 59 — 303 
Total :> Ft _ rey = 
OS oy, oe Mena al. feg eye wee rc ome 232 100 136 195 4 667 
DOS De. care eee ee Ree, Os ea 214 155 247 156 — CHE 
Outflow: 
Gross outflow of private capital: 
LOSE dete a eee aren 20 24 129 x ae 282 
JMO AAR amar Cee ed yet ae ee, ciety 40 20 81 ol 34 226 
Subsidiary dividends paid to U. S 
LS Sd Ny 1 Re Ree RENE We epee, Pury -on, Sa 26 11 77 65 — 179 
LO 5 irene edo yeuls soaqcecn fae RPC aoe 21 lal 44, ul — 27 
Branch profits :2 
NG EN ee eee asd us Face erica eee eR ee Re ee 46 76 250 101 - = 473 
TES Stree PRE ER veoh ns EAP 43 70 259 100 — 472 
Interest on portfolio investments 
LO SiR. 5 .,..o.avocin, once sak tonettnoniaeacten — — — oS 
| OG DR EMEDRsy.s: 5 0 te ate, aieoerene keesasite ae — — = = i Bs 
Total: a by “ol cay = 
1S) RE So, -. 5 i ae ee 92 TT 456 242 
ae 2 8 2 50 
LOD 2 ak Shee ee eee 104 101 384 202 54 oe 
Net U. S. private capital movement: 
LO5 1 BOP SR tek he tt 140 —l1 320 
bi cutc = —47 —46 —2 
Ue ee ee ir... ee 110 54 —137 —46 —54 a 


Source: U. S. Department of Commerce, Survey of Current Business. 
: Includes earnings of U. S. branches retained in Latin America. 
- Unadjusted for transactions of U. S.-controlled tanker fleets under the Panamanian flag 
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The substantial net capital movement towards the manu- 
facturing industries in 1951-52 entirely offset the net out- 
flow arising from non-petroleum activities. This trend was 
due not only to the relatively large amount of capital re- 
ceived by this industry, but also to the major share of 
earnings retained for reinvestment and other purposes. It 
thus appears that U.S. foreign investments in production 
for domestic markets are not yet having repercussions on 
the region’s balance of payments, as was feared by some 
authorities, particularly if the foreign exchange savings 
resulting from import substitution are taken into account. 


Although very little space can be devoted to the subject 
in a survey of current trends, the census of U.S. foreign 
investments carried out in 1950 reveals many interesting 
facts, not hitherto supported by statistics, concerning the 
financial structure and composition of investments in Latin 
America. For example, the foreign equity interest in U.S. 
direct investments has increased in recent years, reflecting 
greater joint participation by Latin American and other 
foreign investors. Foreign equity still represented only 
about 10 per cent of the value of direct U.S. capital in the 
region, in contrast to a world average of about 22 per cent. 
Again, the importance of reinvested profits of U.S. sub- 
sidiaries operating in the region is demonstrated by the 
fact that about 30 per cent of all assets appear in the sur- 
plus accounts, reflecting re-invested earnings. Finally, it is 
interesting to note that considerably less than half all U.S. 
direct investments since the war have been applied to the 
establishment of new firms. Most of the capital has been 
devoted to expanding companies already in existence. 


Capital importers and exporters have been showing in- 
creasing appreciation of the importance of encouraging 
private international capital movements. Prospective re- 
-cipient countries have endeavoured to provide additional 
incentives and a more congenial climate for investment by 
renewing the servicing of outstanding foreign debts and 
by special stimulative legislation. The United States Gov- 
ernment, on the other hand, has formulated plans for 
insuring private investments against inconvertibility and 
confiscation and for granting additional tax exemptions on 
investment income earned abroad. The investment insur- 
ance programme under the U.S. Mutual Security Agency 
has made little progress in Latin America, except in Haiti. 
Tax exemption proposals contained in the presidential tax 
programme to the U.S. Congress, however, have been 
highly praised by private investors.”” 


3. Official capital movements 


The recent growth in official lending has already been 
‘mentioned. Most funds come from the International Bank 
for Reconstruction and Development, the Export-Import 
Bank and United States economic aid and technical assist- 
ance. Official capital outflows arise mostly from amortiza- 


2 The following points from these proposals may be emphasized: 
(1) The reduction of 14 per cent in the rate to be applied to foreign 
earnings is already available to certain western hemisphere trade 
corporations and thus is not a new factor for Latin America; (2) 
The definition of foreign tax credits which may be used to offset 
U.S. income tax payments would be broadened to include taxes other 
than foreign income taxes; (3) The over-all limitation on foreign 
tax credits would be removed, encouraging companies operating 
profitably in one foreign country to start businesses in other coun- 
tries, even though initial losses are expected; and (4) So-called 
investment trusts would be allowed to pass on to their shareholders 
foreign tax credits, thereby facilitating foreign outlets for this grow- 
ing source of investment funds. 


tion and other repayments, which have been given consid- 
erable impetus since the war by foreign investment repur- 
chases and the resumption of foreign debt servicing. In 
this connexion, the settlement of the Costa Rican debt 
leaves only two Latin-American countries which still have 
not made formal proposals, although both have entered 
into negotiations with bond holders. 


(a) The International Bank for Reconstruction and De- 
velo pment 


After a period of relatively modest activity in Latin 
America during the first half of 1953, lending operations 
of the Bank recovered in the second half of the year. Fifty 
million dollars were disbursed and an equal amount in- 
cluded in new authorizations during the whole year. This 
figure was lower than the corresponding figure for 1952 
but more or less equivalent to that for 1951. Up to the end 
of 1953, a little less than a quarter of the Bank’s agere- 
gate loans had been absorbed by Latin America. 


Although half the countries of the region have now 
received assistance from the Bank, the most important 
authorizations during the year were made to three of the 
largest recipients: 10 million dollars to Brazil for electric 
power and highway improvements; 20 million dollars to 
Chile for a pulp and paper industry; and 14 million dol- 
lars to Colombia for highway rehabilitation. Nicaragua 
and Panama was also granted loans, amounting to 4 and 1.5 
million dollars respectively, during 1953. Electric power 
received less emphasis than previously, while the loan to 
Chile is the first earmarked by the Bank for industrial 
development in Latin America. Amortization payments on 
the Bank’s loans have not yet attained any importance. 


(b) Export-Import Bank 


The official re-examination of Export-Import Bank credit 
policy led to a sharp drop in new loan authorizations 
during 1953, if the 300-million-dollar credit to Brazil 
to aid in liquidating commercial arrears is excluded. 
New authorizations, plus increases in previous credits, 
amounted to only 17 million dollars. In spite of large 
amortization payments, which have attained almost 48 
millions annually, net disbursements for development pur- 
poses in Latin America were maintained at almost exactly 


the 1952 level. 


The importance of the activities of the Export-Import 
Bank is well illustrated by an analysis of all credit au- 
thorized during the past five years; this indicates that for 
every dollar loaned more than $1.50 of private United 
States capital and private and public capital from other 
sources has been invested as a direct result of the Bank’s 
loans. 


(c) Other economic aid to Latin America 


Net economic aid from the United States, other than 
Export-Import Bank funds, has not been of great signifi- 
cance in recent years, while receipts from other govern- 
mental and international agencies have been of little 
quantitative significance in the region’s capital account. 

Most of Latin America’s aid under this heading has come 
from the U.S. programme for the eradication of foot-and- 
mouth disease in Mexico, the Institute of Inter-American 
Affairs and the UN Technical Assistance Administration. 
Part of this aid has been offset by payments arising from 
Lend-Lease and surplus property settlements. Since the 
beginning of the Korean War, economic assistance has 
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received less emphasis than net military aid, which 
amounted to 114 and 23 million dollars in the fiscal years 
1952 and 1953 respectively. 


V. SERVICE RECEIPTS AND PAYMENTS? 


Net service payments have been a constant factor tend- 
ing to diminish Latin America’s net balance available for 
imports and no trends have yet appeared which might re- 
duce these payments. The increase during the last few years 
in Mexico’s net tourist receipts has been offset by a parallel 
rise in the region’s miscellaneous service outlays. Net trans- 
port and insurance payments have followed the fluctua- 
tions in the level of imports. The situation differs widely 
between individual countries, but, with the exception of 
Mexico and Panama, none enjoys net service receipts. 


Data in table 16 on Latin America’s service payments 
and receipts are partially net figures, and an attempt has 
thus been made to “gross up” the services account. (See 
table 28.) During the last five years, service outlays have 
consistently exceeded 1,000 million dollars annually, 
representing about 25 per cent of total merchandise im- 
ports, while service receipts have fluctuated between 700 
and 900 million dollars, or about 13 per cent of the value 
of merchandise exports. In 1951, service payments in- 
creased by 30 per cent over the previous year, exceeding 
1.5 thousand million dollars and causing a service account 
deficit of almost 700 million dollars. By 1953, however, the 
net deficit had probably been restored to the prevailing 
postwar level of between 400 and 500 millions. 


*8In the following analysis, investment income remittances are 
excluded, since they were included in section IV. 


Table 28. 


The most important item in the services account is trans- 
port and insurance, which provides about one-third of gross 
service receipts, while requiring over one half of gross 
payments. Latin America’s transport and insurance re- 
ceipts have remained almost constant since 1947 at about 
300 million dollars in spite of the recent growth of some 
national merchant fleets and airlines. Most receipts come 
from port fees and sources other than freight, the latter 
representing only some 40 per cent of total gross receipts, 
according to a sample check of a recent year. 


Latin America’s merchant fleets have not contributed 
greatly to a reduction in the region’s service account deficit 
for two main reasons. Firstly, with but few exceptions, the 
relative importance of the fleets and recent growth in ton- 
nage have not been very impressive. Secondly, it has been 
estimated that about 75 per cent of all gross freight rev- 
enue is absorbed by shipping expenditures incurred 
abroad. Of the countries given in Lloyd’s Register of 
Shipping,** only Mexico, Venezuela and Argentina have 
increased their merchant fleets to any significant extent in 
recent years.® Nevertheless, during the first eight months 
of 1953, the Argentine merchant fleet, which is the largest 
in Latin America and is increasing most rapidly in ton- 
nage, continued to account for the same proportion of the 
country’s foreign trade as in 1951 (about 20 per cent). 


** In this analysis, the fleets of Panama and Honduras are not 
considered as Latin-American, since the majority of ships registered 
under these flags are foreign controlled. 

*° No information is given for Colombia in the Lloyd’s data pub- 
lished in the United Nations Statistical Yearbook, 1953, on which 
the accompanying analysis is based. 


Latin America: Gross service payments and receipts, 1947-52 


(Millions of dollars) 


Gross receipts: 


ransportand insurances: aeeeeeee: eee 
Mexican travel i arer ene Seti Aa an eas 


© BAe 16) 8 Bene & 0 (@ 0. se) 0] 0: 6 (eyebatal viel © ipLeve! elec ns 


Gross payments: 


itranspontjand pusunancesegues teed. den nee nee: 
Moexicanktravcl tis, 4: van cee tcp feet ene eat 
(Ono? inal. S85 Sree BP I ee ee 
Venezuelan donations and miscellaneous services... . 
Miscellaneous and residual adjustment 


Net services: 


dyansportjand Insurance meee . «4% secs eee tet 
Mexican travelie= cr eee | os See ee 


Source: International Monetary Fund. 


1947 1948 1949 1950 1951 1952s 
296 325 304 290 287 290 
147 195 183 239 272 291 

7 72 7 104 
215 208 241 17 360 289 
31 800 795 812 919 870 
12 75 628 630 894 785 
65 91 49 83 99 113 
137 105» 97 135 : e 
21 24 71 77 72 82 
257 249 306 295 532 430 
1,192 1,244 «1,151 «1,220,597 1,422 
=A) 6 jini Oh uel gab diame = SAU ta een 
82 104 134 156 173 178 

—64bou +32aiend SOS) 
—68 65°) +136 — 1985: 7244, 228 

— 461"? gga he val ggGeosbecgged blag 7ateerrtarng 


Note: All figures in this table are tentative pending completion of a revision of balance of payments data. 
* Partially estimated by the Economic Commission for Latin America. 


> Excluding Venezuela, for which data are not available. 


° “Other travel” included in “Miscellaneous” for these years. 
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Argentina’s freight and port receipts'® have been declining 
in recent years, but recovered in 1952 to somewhat below 


the 1946-47 level. 


Another factor which is having serious repercussions 
on Latin America’s shipping revenues is the recent depres- 
sion in world freight rates. Although operating costs have 
‘increased, tanker and tramp ship rates have fallen to the 
pre-Korea level, or even lower. Many of the region’s ships 
operate on fixed schedules at rates which were established 
by freight conferences and have not declined in recent 
months. But competition from ships without a fixed sched- 
ule still has its effect, as may be seen from the recent deci- 
sion of the oldest shipping company in Cuba to lay up three 
of its ships and pay off their crews. The decline in tramp 
and tanker rates represents no great advantage to regional 
transport payments, since an estimated 75 per cent of the 
area’s imports are normally carried by ships with a fixed 
schedule, the rates of which are well above the pre-Korea 
level. 


The travel account provides Latin America with net 
service receipts, but only because of the large surplus 
shown by Mexico. Revenue from this source for the rest 
of the region suffices merely to offset a large proportion of 
similar expenditure abroad, leaving a smal] net annual 
deficit of some 30 million dollars. (See table 28.) 


Although the increase in net Mexican tourist receipts 
up to 1951 was fairly large, there has been no appreciable 


16 The Memoria Anual of Argentina’s central bank does not 
specify whether transport data represent net or gross receipts or a 
combination of the two. 
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change since that date. Tourist entries into the country 
during the first half of 1953 declined below those of the 
same period in 1952. This does not necessarily mean that 
over-all tourist expenditures declined in 1953, since per 
capita expenditures may have been greater. But it does 
appear that the post-war tourist boom in Mexico may have 
come to an end, since further increases are much slower 
to appear. The immediate importance of this trend for 
Latin America is not great, but for Mexico, where gross 
tourist receipts are about half as large as merchandise 
exports, it may have serious consequences for the net bal- 
ance available for imports. 


Net outlays on miscellaneous services have increased 
sharply during the last few years, reaching about 200 mil- 
lion dollars in 1951 and 1952. This rise has offset the in- 
crease in net tourist receipts of Mexico in the region’s 
balance of payments. It is somewhat difficult to analyse 
the causes of this trend, since miscellaneous services in- 
clude a wide variety of items such as film rents, diplomatic 
and consular services, expenditure on military missions, 
commercial and professional fees and private donations 
and remittances. Venezuelan donations and miscellaneous 
services, which are mostly connected with the transactions 
of the foreign petroleum companies and their employees, 
are considered separately to show the sharp rise which has 
taken place. (See table 28.) But miscellaneous payments 
for other countries have also increased as much or even 
more as a group, although it should be recalled that these 
figures include an adjustment for errors and omissions to: 
give the net total for the services account appearing in 
table 16. 
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Chapter III 


FOREIGN TRADE 


I. GENERAL CHARACTERISTICS OF TRADE IN 1953 


For some years Latin America has experienced a difficult 
phase in its foreign trade, the most evident symptom of 
which is the stationary trend of the export quantum. Prac- 
tically no progress was achieved between 1947 and 1953, 
although during this period exports increased elsewhere 
in the world and the highest export value ever recorded was 
attained.t However, in 1953, there was some improvement 
in relation to the previous year since the quantum increased 
by 14 per cent. But this did not imply a return to 1950 
levels, still less to those of 1947-48. In 1953, the efforts of 
Latin-American countries to increase their exports are 
worthy of note since they enabled the region to offset the 
price decline of most exported products. However, when 
both countries and commodities are considered as a whole, 
it is seen that in several cases lower prices coincided with 
a smaller quantum, so that efforts to increase exports did 
not always meet with success. 


Another circumtance has caused export figures for 1953 
to be somewhat higher than they might otherwise have 
been. In several countries, exports were increased by the 
sale of surpluses which, for varying reasons, had not been 
sold in previous years. This was the case with wool, cotton, 
sugar and coffee, and it is therefore possible that statistics 
will record smaller tonnages in 1954. 


The recovery in Argentina’s agriculture, which in 1952 
had experienced one of its worst harvest years, also exerted 
a substantial influence. If Argentine exports are excluded 
from the total, it may be noted that the increase of the 
1953 volume in relation to 1952 amounted to only 3 per 
cent, instead of 14 per cent if they are included. 


The position for the immediate future remains fairly 
serious, since there is a tendency for producing countries 
to accumulate surpluses with few possibilities of placing 
them. There is a lack of balance between the supply of 
minerals, cereals, sugar, cotton and hides and the demand 
for these commodities, while competition between produc- 
ing countries both within and outside the region is becom- 
ing more intense. This indicates that even at the cost of 
new price cuts, Latin America has few immediate prospects 
of stimulating exports. 


In 1953, the value of all shipments was suflicient to 
meet import payments, since instead of the 534 million 
dollar negative balance recorded in 1952, Latin America 
obtained a trade surplus of 1,486 millions. But this trend 
must be interpreted as reflecting the need in several coun- 
tries to restrict imports more severely, since no further 
growth of exports occurred. Import capacity was not fully 
utilized in 1953, in marked contrast to 1952 and 1951. 
Some countries were concerned either with preventing 


* Latin America’s share of world exports, which amounted to 14 
per cent in 1948, had fallen to 11.2 per cent in 1952. During the first 
nine months of 1953, there was a slight improvement, since this 
proportion rose to 12.1 per cent. (Monthly Bulletin of Statistics. Vol. 
III, No, 2, Feb. 1954, Statistical Office of the United Nations. ) 
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their international reserves from falling below a prudent 
level, or with reconstituting them, as was the case in 
Argentina. Others exhausted external credit facilities or 
were obliged to devote part of their export proceeds to 
the liquidation of former loans. 


Therefore if the evolution of import volume is analysed, 
notable reductions become visible during the last two 
years. The quantum of imported goods entering Latin 
America in 1953 was very similar to that of 1950; in 
relation to the peak reached in 1951, when the countries 
of the region attempted to protect themselves against a 
possible scarcity due to the Korean war, the decline 
amounted to some 20 per cent. The following figures ade- 
quately reveal the situation. The 1953 import volume was 
almost equal to the annual average for the period 1947-49, 
and was 12 per cent below average imports during the 
three years 1950-52. 


Imports at constant-values 
(In millions of dollars at 1948 prices) 


Average 1947-49 .2...50.. 00004). 6,053 
Average 1950-52). co. .ews oem 6,812 
LOGS eas oe cia cas weenie Cee 6,023 


In 1951, the aggregate import value was 1,389 million 
dollars above the annual average for 1947-49. In part, 
these higher purchases have increased stocks of imported 
goods, enabling entries in 1953 to be limited to the pre- 
Korea level. But it is very probable that, for Latin America 
as a whole, and for all imported commodities, these emer- 
gency stocks have already been entirely exhausted. The 
pressure of deferred demand for imports will probably 
again be felt, and more sharply than before hostilities 
in Korea. 


Latin America’s foreign trade has followed a truly zig- 
zag course over the last seven years. (See table 29 and 
chart XX). The slowness of this movement in relation to 
the growth of population must be emphasized, and is best 
illustrated by the per capita volume of exports and imports. 

An unfavourable impression is inevitably given by the 
fact that in 1947-48 Latin America exported at the rate of 
45 dollars per capita and imported at a rate of 43 dollars 
(1948 prices), while in 1952-53 the region sold only 37 
dollars’ worth of goods per capita and bought 40 dollars’ 
worth. There has been a loss on both sides: 17.8 per cent 
in exports and 7.0 per cent in imports. 


I]. PRICE MOVEMENTS OF EXPORT COMMODITIES 


1. General causes for price declines 


During 1953, the depressive forces, which determined 
the sharp price decline for the majority of raw materials 
and for some foodstuffs since the Korean truce, continued 
to weaken the economic situation of individual producer 


countries in the region, although, broadly speaking, to a 
less intense degree. 


It would be difficult to assess with accuracy in each case 
the exact causes for the present decline, and whether it js 
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due to over-supply or to an abnormal contraction in de- 
mand. But, in reality, it may be generally accepted that 
when supply increased, it did so under the influence of 
favourable world market prospects, additionally stimu- 
lated by substantial activity in most of the productive 
branches which are also consumers. 


- The rapid changes in the trend of markets purchasing 
raw materials and foodstuffs are due precisely to the difh- 
culty of adjusting primary production to a demand which 
fluctuated in time and space, All types of production re- 
quire a definite period of time for their expansion. It may 
be a year, as in the case of agricultural crop harvests, or 
may amount to five or seven years in the case of coffee, 
cocoa, rubber or beef, for example. By the time a greater 
volume of commodities reaches the market the trend has 
already changed and some saturation, or difficulties of 
absorption by the market, become evident. The disequili- 
brium immediately becomes more pronounced and prices 
fall at a sharper rate. 


_ Morever, most countries producing raw materials work 
primarily, and sometimes almost exclusively, for export. 
They have not the ability of the developed manufacturing 
countries to rely upon a domestic consumption which is less 
exposed to fluctuations in demand. Moreover, the export 
surplus of the industrial centre is generally of small pro- 
portions and very diversified. 


Nor are the producers of raw materials or foodstuffs for 
the world market in a position to build up stocks in order 
to curb fluctuations in supply or to regulate them over the 
long term. Even when this has been attempted—as in the 
case of copper in Chile and cotton in Brazil—the objective 
has not been attained and, after a period during which 
their economies suffered serious disruption, such countries 
are obliged to accept the lower world market prices. 


Within the general framework of the events determining 
market conditions during 1953, which have contributed 
to the introduction of depressive factors in the demand 
for raw materials and foodstuffs, there are two of outstand- 
ing importance. They are the elimination of price controls 
and the end of purchases to build up strategic reserves in 


the United States. 


Price controls were not in themselves a depressive in- 
fluence. It may appear that their termination would nor- 
mally have tended to allow a rise above the fixed level. In 
fact. the prices for two important primary commodities, 
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coffee and copper, show that the results were very different 
in the respective exporter countries. 


Coffee prices registered sustained increases from the 
date controls lapsed. A few weeks later, these rises were 
reinforced by the loss of much of the crop in Brazil owing 
to frost. Thus, during 1953, coffee producing countries 


Chart XX 
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Table 29. Latin America: Foreign trade 


- Exports 


Imports 


Totals 


Totals 


Years Current values Constant values Per capita Current values Constant values Per capita 


(millions of dollars) 


dollars) (dollars) 


(millions of dollars) 


[oY eae a0 6,606 
MO4AS 3 P5022. 6,564 6,564 
1D4G | obo be 5,627 5,890 
L950 sss ad 2x2 6,504 6,526 
21 a oe 7,596 6,468 
Le ay a 6,889 5,664 
LEASE) a ee 7,600 6,463 


5,919 6,438 45 
6,124 6,124 Al 
5,400 5,996 aT 
5,230 6,020 39 
7,484 7,442 47 
7,423 6,975 43 
6,114 6,023 36 


Source: Economic Commission for Latin America, based on official statistics. 


2 Provisional figures. 
> Preliminary figures. 
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Industrial centres, such as the United States, Canada 
and some European countries, also possess surplus stocks 
_which could compete with those of Latin America. This is 
a further element which depressed prices for Latin-Amer- 
ican agricultural commodities and will probably continue 


were able to place their exports in the United States and 
Europe at prices even higher than those obtained in 1952, 
which had in fact been the highest during the postwar 
period. 


On the other hand, although the removal of price con- to do so throughout 1954. : 
trols on copper led to an early price increase, it did not 
provide the same beneficial results for Chile, the principal 2, Nature of the fall in prices 


Latin-American producer and exporter. When the United 
States lifted restrictions on the use of domestic copper, 
Chilean sales began to decline from March 1953 and fell 


The over-all situation for the main primary commodi- - 
ties which constitute Latin America’s exports is reflected — 


still further by the beginning of July, so that by the end 
of the year a stockpile of 150,000 tons (more than a third 
of the total output for 1952) had been accumulated. Nego- 
tiations to place the entire unsold surplus in the United 
States, without overloading the market, had not been con- 


cluded by the end of 1953.? 


The second outstanding factor mentioned earlier—the 
end of purchases to build up strategic reserves—has un- 
doubtedly been a major factor in the depression, partic- 
ularly in the case of metals. Tin was the most affected. 
Until April 1953, prices were maintained at almost the 
same levels as those for the two previous years, but since 
that date they began to fall both in the United States and 
the United Kingdom, the principal consumers. Between the 
beginning and end of 1953, tin prices on the New York 
market fell by as much as 33 per cent. Recent fluctuations 
in the consumption of tin are reviewed in the chapter deal- 
ing with mining.’ But the effects of such a decline on the 
economy of a country whose income basically depends 
upon the output volume and prices of this commodity may 
be immediately appreciated. 


A further depressive factor is the growth of supply, that 
is to say, the rise in production of the principal Latin- 
American primary commodities. This has coincided with 
analogous increases elsewhere in the world, causing the 
formation of surpluses which are not easily disposable. 


The 1953 harvests through the whole world were excel- 
lent. Wheat, sugar, rice, cotton and, to a lesser extent, 
maize, were in the position of a “buyers’ market”. For 
wheat and sugar, present international agreements act as a 
partial brake against too sharp a fall. But the situation is 
still delicate; in the case of sugar, for example, we need 
merely mention the economic, financial and social prob- 
lems facing Cuba in its attemps to decrease the cultivated 
area and sugar-cane labourers’ wages, while searching for 
new markets for surplus stocks. 


Rice also suffered the consequences of increased produc- 
tion in consequence of efforts by several Latin-American 
countries (Colombia, Ecuador, Peru and Uruguay) to de- 
velop rice for domestic consumption, which have led to 
its appearance as an export crop. 


In cotton-growing countries, other factors were present. 
Amongst them may be mentioned, firstly, the influence of 
United States’ agrarian policy, the parity price constituting 
an incentive which found echoes in other producer coun- 
tries. Secondly, competition from synthetic fibres reduced 
cotton consumption. Thirdly, stockpiles had to be created 
when all hope was lost of higher prices, as occurred in the 
case of Brazil. 


* Negotiations finally resulted in the purchase of 100,000 tons in 
March 1954, 


* See chapter II of the second Part of this Survey. 


by the fact that the average decline from one year to the 
next has been 4.2 per cent. This is lower than the decrease 
between 1952 and 1951 which stood at 10.1 per cent. But 
it should be noted that in 1951 the highest level had been 
reached owing to the effect of the Korean war on produc- 
tion and prices. 


In fact, to group price movements for all Latin-Amer- 
ican commodities which have some export importance in 
a general index does not accurately express the variability 
of most of them. It is clear that the general index appears 
entirely different if coffee and petroleum are excluded, 
and that not only are the fluctuations greater, but a sharp 
fall becomes evident in 1953. (See table 30 and chart 
XXI). 


Table 30. Latin America: Unit value indices of 
seventeen primary commodities* on foreign markets 


(1948 = 100) 
Total, excluding coffee 
Years and quarters Total and petroleum 

OATS tay teeta es eave aenccaones 97.8 95.2 
LOASHS fotos pe ee ee 100.0 100.0 
LOAG «Sheth teh mee eels okie 99.1 92.8 
95 Ose. scopecanseks oe -aeke chara 114.0 104.7 
LOS Leer ens teen sete A PASE Gi 124.6 
1952: 

TRS.. Se Sa 113.9 103.8 

[hele Met eee ee Ire 102.5 

Tihs: as eoes bys aeistene 113.9 103.9 

IN ae Ene OP BS ye 111.4 99.6 

Total: ctcies eee ete 113.0 102.5 
1953: 

T chagheteremenahas ey Ae Gee 103.7 92.2 

Ts 5 tocteh dey ace eee 105.1 95.2 

LU Ne ee ee ee et 113.8 95.1 

LIN ese sta sce ate ag Be pt 110.1 89.9 

hotalice are age otter tetas 108.2 93.1 


—_—_— 


Source: Economic Commission for Latin America, based on 
statistics of the International Monetary Fund, published in Inter- 
national Financial Statistics. 


a Coffee, cocoa, sugar, bananas, meat, wheat, maize, cotton, hides, 
wool, linseed oil, copper, tin, lead, zinc, nitrate and petroleum. 
For weighting, current export values for these commodities were 
used for the respective years, with the exception of 1953, when 


1952 weighting was adopted, with some adjustments for wheat and 
linseed oil. 


It may be noted that the prices of Latin-American com- 
modities prevailing at the end of 1953—excluding coffee 
and petroleum—reached their lowest recorded level during 
the last six years. The violence of the fluctuations is even 
more apparent if compared both with the 25 per cent rise 
between 1949 and 1951 and the rapid drop, by almost the 
same percentage, experienced between 1951] and the end 
of 1953. Nothing has remained of the high prices for the 
brief peak period between mid-1950 and mid-1951. 
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Table 31. Latin America: Prices of selected commodities on foreign markets 


aoe ee ee eee aie 


Increase or decrease 


a; Pre-Korea Date of wee) 
Commodities level Mazimum maximum December In relati ie 
(J ai Reel Pi miwe ‘De to col, (A) a eo B) 
Cofieesterss cnc 47.7 61.8 Mar. 1953 61.3 28.5 — 0.8 
(etsy Tingnaniete 26.4 46.8 Dec. 1953 46.8 TS ~ 
Sugar Be, ae ee, 4.4 7.4 June 1951 00 —25.0 —55.4 
Bananas? ee ees 1.08 NES i May 1953 1.32¢ oe —3.4 
IMeatatcass a4. orca 16.3 21.8 Aug. 1953 21.8¢ oonl — 
Wheat* wife, abaya “ohh 61:76 21 2.34 1952 2.19¢ 4.3 —6.4 
Matzetw ts. ce we 1.49 1.91 Jan. 1952 1.58 6.0 —17.3 
Cottons Sel oN Ckig ss 41.6 61.8 May 1951 36.7 —11.8 —40.5 
Hidessteea. eee ae 19.8 Bebe Jan. 1951 103} —37.9 —67.4 
Wools eis we okie. tin 66.2 192.6 Feb. 1951 HAN eae 8.3 — 62.8 
Linseed oil?....... 16.6 23.8 Feb. 1952 POMS 35D —5.5 
Copper® Mpckcms cme iadlewstrs 19.1 SOC May 1952 29.8 56.0 —16.1 
ABTS UR Ce 76.3 Le2ea Feb. 1951 86.0 TRA —52.9 
Lead® Sapna ais Wieck Sieve 1S 19.0 Oct. 1951 13.5 17.4 28.9 
Zinc* Sy ctele'ol ayed eihsl. eh 11.9 20.3 Oct. 1951] 10.5 —11.8 —48.3 
INatratet occas aenerais 51.5 57.0 1952 a0) 2.9 —7.0 
Petroleum!........ 1.88 1.95 July 1953 1.95 3.7 = 


Source: International Monetary Fund, International Financial Statistics, and other official publica- 


tions. 


2 U. S. cents re pound. 


> Dollars per 


unch. 


¢ November. 
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© Dollars per ton. 
f Dollars per drum. 


There is a considerable difference between the individual 
situation of each commodity, but with three exceptions, 
the quotations for all of them at the end of 1953 were below 
the top prices reached during this period. Sugar, cotton, 
zinc, and hides and skins were lower than pre-Korea prices. 
Cocoa, copper and coffee remained more than 20 per cent 
above their prices prior to the Korean war. (See table 31). 


3. The terms of trade 


The role of prices in their relative evolution should now 
be examined. The situation is far more favourable from 
this aspect, since it has helped to attenuate the depressive 
effect of smaller exports. The terms of trade have proved 
advantageous to Latin-America during almost the entire 
post-war period, reaching a peak in 1951. (See table 32). 


Latin America: Unit value indices and 
the terms of trade 


(1948 = 100) 
ee UO a i Ae eee 


Table 32. 


115.9 


Export unit Import unit Terms of 

Years value index value index trade 
TROY os, Sates Socaenchee Oar, Tele 89.9 91.9 97.8 
GAB Birrsten ccs cutecouteten: 100.0 100.0 100.0 
ARO) eee @ canoer onto Cor 95.5 96.5 99.0 
1950 vthentrah tances 99.7 86.9 114.7 
LOS Tee Mee. 8 crete areal sireue 117.4 100.6 116.7 
I SP Pee, -eeney sonic Ont ORE 121.6 106.4 114.3 
i 


Source: Economic Commission for Latin America, based on official 
statistics. 
® Preliminary figures. 
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Chart XXII 
LATIN AMERICA: PRICES OF EXPORT COMMODITIES 


(Semi-logarithmic scale) 
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There are two outstanding facts. Firstly, the sharp up- 
swing of the terms of trade in 1950, which, after three 
years of relative stability, rose 15 per cent as compared 
with the previous year. Secondly, the different susceptibil- 
ity of export and import prices, for, while the former in- 
creased 35 per cent between 1947 and 1952, the latter rose 
by only 12 per cent. 


Another conspicuous feature is that during 1952 export 
prices appear in these indices as having increased in rela- 
tion to the previous year. This is due to one special circum- 
stance, that during 1952 there were no Argentine cereal 
exports. Cereal prices had been very much lower than in 
the previous year, and normally would have depressed the 
general index due to their large share of the total. In fact, 
if Argentina is excluded from the export price index, it 
may be seen that prices had fallen 7 per cent between 1951 
and 1952, instead of rising 3 per cent as in the index for 
the whole of Latin America. 


This leads to a more detailed analysis of price move- 
ments and the terms of trade by countries, since there was 
no over-all uniform tendency. There is a substantial gap 
between those favoured by high coffee prices and those 
seriously affected by the sharp drop in mineral prices, and 
within which there are several countries having intermedi- 
ate positions. 


In 1953, among the republics to improve their terms of 
trade were Brazil, Colombia, Ecuador, Uruguay, Venezuela 
and all the Central American countries. In the opposite 
sector were, firstly, the mineral exporters, Bolivia, Mexico 
and Peru, and, secondly, the large sugar producers, Cuba, 
Haiti and the Dominican Republic. (See table 33 and 
chart XXIII). 


A further feature tends to lessen the value of the over- 
all index, which shows very abrupt and dissimilar move- 
ments that either blend together or tend to be complemen- 


tary. It is sufficient to establish the variations between the 
maxima and minima recorded over the last six years to 
understand the full significance of this phenomenon and 
the distortions it causes in income and the capacity to 
import. (See table 34). Peak and trough years do not 
coincide for all countries, although some grouping is possi- 
ble. Thus, for example, in 1953 the Central American 
republics and Brazil showed the most favourable terms of 
trade for the period, undoubtedly influenced by coffee 
prices. Chile belongs to this group but for other reasons, 
such as the reserves accumulated by refusing to lower 
copper prices, although this was done at the cost of build- 
ing up substantial stocks. Most of the remaining countries 
experienced their most favourable terms of trade in 1951, 
when world demand also reached very high levels due to 
the Korean War. In contrast, 1950 witnessed the most 
propitious terms of trade for Cuba and Venezuela, a year 
when sugar and petroleum reached high prices. But the 
most unusual example is that of Argentina, which reached 
a peak in 1947—when almost all other countries had un- 
favourable terms of trade—and a minimum in 1951, also 
in marked contrast to the rest of the region. For both years, 
the influence of Argentina, which weighs heavily on the 
whole because of its substantial volume of trade, has con- 
tributed to a levelling off in the index for Latin America. 


But, regarding the impact on Latin-American economies 
of modifications in their purchasing power, the outstanding 
phenomenon is the wide range of such changes. Between 
the maximum and minimum, fluctuations amounted to 51.4 
per cent (E] Salvador) and 18.0 per cent for Mexico, the 
country least affected. Even allowing for the greater fluc- 
tuation from year to year, there are seven countries whose 
terms of trade have fluctuated by over 40 per cent annually. 
The least susceptible to these phenomena still show annual 
variations of from 15 to 20 per cent. It is easy to imagine 
the imbalance which the rapidity and intensity of these 
movements produce in all spheres of the domestic econ- 


Table 33. Latin America: Unit value indices of the terms of trade, by countries 


(1948 = 100) 


Countries 1947 1949 1950 4957 1952 19534 

Are emirate erase cites « 97.6 82.6 72.8 68.5 73.0 72.6 
[Balbiieh ce cok ae cena 89.2 89.3 86.8 133.6 124.0 110.2 
Rea ical Soper cetera 106.3 108.8 178.9 176.6 WWESat 198.6 
(intl ext Nes ioe ce ks 95.6 100.2 332 123.6 132.8 133.0 
Golowilyis erties <3 = => 97.7 118.8 169.7 149.3 154.6 165.6 
Gostamhican, «sient 99.5 121.8 156.5 GA? 176.7 185.0 
Gubarnceerne ee isin tie tes Ubi bgaye4 107.0 124.2 122.9 100.9 93.1 
Dominican Republic..... 96.0 87.7 107.6 83 dub 3 lS iaG 
Rewadorrete: ae Ss har: 109.8 94.1 144.4 15370) 133.9 142.2 
Bil Salyad ont, eet as 99.4. 112.6 160.6 178.3 189.8 204.4 
Guatemalae: sae tees 107.0 118.3 168.1 160.1 180.0 190.4 
Haitit set ee me eee sate 98.4 107.9 143.1 ieee: 182.6 ee) 
Hondunace mete asc MO 108.2 112.6 eles 143.6 146.4 
IMPS eters, 6 ol oot DOr OOO 96.8 89.1 On 107.4 108.5 100.0 
(Nieanae Wages clare © 100.1 104.9 149.3 169.2 162.8 169.5 
Panaiia. agence ore eee 91.2 116.2 107.4 112.4 102.1 106.2 
| ES tele Sem vcape ieee ORR bil 27e 74 125 131.8 144.9 120.1 97.1 
Wartienta yen @ ater iene)- 101.3 94.5 140.5 Vo5a7 90.5 112.4 
Weneziilelaemgete sie torr - hg) 101.1 106.1 98.9 94.7 97.4 
99.0 114.7 116.7 114.3 115.9 


Tora, Latin America 97.8 


a 


Source: Economic Commission for Latin America, based on official statistics. 


a Preliminary figures. 
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omy, through the fluctuations in export receipts. It is thus 
understandable that monetary parities are difficult to main- 
tain. With relative frequency, the alternative is faced either 
of sacrificing the currency to adjust the costs of export 
products to world market prices, or of ceasing to export 
for what may be a prolonged period. This is a typical 
weakness of raw material producers, whose economy is 
principally based on a few primary export products. 
Broadly speaking, such producers are not equipped with 
the means to form buffer stocks. When they do so, they 
run serious risks, either through inflation caused by financ- 
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ing unsold stocks, through losses they may incur because 
of a steady price decline, or through a continuous deteri- 


oration in the terms of trade. 


As a result of these factors, the year 1953 caused serious 
problems for all Latin-American countries producing com- 
modities for which supply is in excess of demand. The 
natural protection against a fall in prices, which is a vol- | 
untary contraction of supply, can be implemented only — 
with great caution, and with due regard for the resistance 
it may encounter (the case of sugar in Cuba, for example), 
and the subsequent monetary or social consequences. 


Chart XXXIII 


LATIN AMERICA: THE TERMS OF TRADE, BY COUNTRIES 
Index 1948=100 
(Semi-logarithmic scale) 


ARGENTINA 


| oS 


= 
ra) 
ioe 


URUGUAY 


Saeike 


BRAZIL 


| 


| i=] 


COLOMBIA 


ee aaa 
y, 
100} — / 


BOUVIA 


= 


3 
3S 


IF 


1947 7950 Taaa 


" See hr igh foe 


VENEZUELA 


Pe 


_ 
uo 
c=] 


HAITI 
100 


DOMINICAN REPUBLIC 


100 7 eee 


PANAMA 


COSTA RICA 


€L SALVADOR 


r=) 
i=) 


GUATEMALA 


100) Le 


HONDURAS 


a 
° 
| 


NICARAGUA 


1947 1950 1953 


chapter III. Foreign trade 


51 
Table 34. Latin America: Variations in the terms of trade, 1947-53 
(1948 = 100) 
nn 
Percentage 
Countries Mazimum Years Minimum Years Total atid Ha oe dacil 
difference 

Increase Decrease 

Argentina Fetes oct ote 97.6 1947 © 68.5 1951 30.0 12.0 17.4 

BG liviawdes sneer eh ere 133.6 1951 86.8 1950 35.0 53.9 Tl 
Brazil SUP «Ci ew. agama gs 198.6 1953 106.3 1947 46.5 64.4 5.9 
Chilo.) ee eer 133.0 1953 95.6 1947 De 1) mars an 
Golombiawen 4. ee eeee | 169.7 1950 OT 1947 42.4 42.8 12.0) 
Costa Rigas eos 0. ee 185.0 1953 99.5 1947 46.2 28.5 — 
Cuba. vette eee ees coe 124.2 1950 93.1 1953 25.0 16.1 L7e9 
Dominican Republic..... hea 1951 Bien 1949 34.2 23.9 13.5 
HeWadoniy. caantine ecco le 153.0 1951 94.1 1949 38.5 53.5 WS 
Bi Salivecdormnec tetas. sae 204.4 1953 99.4 1947 51.4 42.6 -- 
Guatemala ac Ae a. ae. e « 190.4 1953 107.0 1947 43.8 42.1 6.5 
Haiti ue euarecde mers wire. « 182.6 1952 98.4 1947 46.1 32.6 3.9 
Honduras eten Secu shine 146.4 1953 107.1 1947 26.8 16.6 6.6 
Mexico Sits, he Pee 108.5 1952 89.1 1949 17.9 16.5 10.9 
INTGAT BOA cate eG tee ce = 169.5 1953 100.1 1947 40.9 42.3 3.8 
PBAIMATTVE tetera ec have oe) ee. one 116.2 1949 91.2 194.7 DARS 16.2 9.2 
Pernt tee ee 144.9 1951 97.1 1953 33.0 Wig? 19.2 
LUISA Ely et eee ct eat eee U55.7 1951 90.5 1952 41.9 48.7 41.9 
j Venezuela tics. Sere. es 106.1 1950 le: 1947 PA 29.4 6.8 

Source: Economic Commission for Latin America, based on official statistics. 
Table 35. Latin America: Composition of exports 
(Percentage of total) 
oe 1947 1950 19538 

Commodities (SSS SSS ——— ee SS SS 

(A) (B) (A) (B) (A) (B) 

(Cie ne eee oe ae 12.6 TN 21.9 11.6 24.8 BS) 
(GOCO age ita tatis ras yates 1.6 2.0 1.9 25 1a RO 
SUS AT aeieslso a6 «he elsions ous) or 12.2 9.4 NW 8.8 8.2 11.4 
Bam aria ste eet Mews aa Gs, osc ree 21 2 0.8 0.7 0.9 ONG LO 0.9 
WM Saber ere cates occ cenceor nS ee 6.5 Bik 8.0 BD aN 
NWT Soe: Soles es eee wil Bet 0.7 2 el 1.6 
Behan eee ce arene 1.6 1.6 Ie igi 1.0 0.7 
Hndecee pee mcitteta seein seme Mail 1.9 2.4 Boll LO Iw 
Who ltreee 5 Shee Vas ees 3.0 3.3 Bye See 4.4, Se} 
Wottong eee Fee ne ee 4.2 4.6 4.6 4.1 4,2 4.7 
linseedwoilaenmenecstat «<7 - 2.6 DB ih 2D 0.5 LS 
Copper pane reece Bal By) 2.9 3.1 B45) Mell 
itr ee eM totes ke co encusiei ae 1.0 TH, ZG 1.0 eal 12 
Wea dmeerettate eottate oe oa ter Itt ne ik 1.9 itl 1.8 
JEUNE: © hfe SPREE 0.6 0.5 0.6 0.6 0.5 0.7 
INUErALG RRA ae OP eects 0.6 0.8 ial 0.8 0.5 0.4: 
Peli o le tiatiwearewat ey rornerowanaraet 13.8 Tail 20.4 PHS) 20.4 24.6 
Sub-totalvenron ae crse see 70.4 71.9 80.0 75.4 78.2 80.1 
Other commodities.......... 29.6 28.1 20.0 24.6 21.8 19.9 
ToraLt 100.0 100.0 100.0 100.0 100.0 100.0 


Source: Economic Commission for Latin America, based on official statistics. 
(A): Current values. ; 

(B): Constant values at 1948 prices. 

a Preliminary data. 


parison with only 45 per cent in 1947. Petroleum was the 
commodity which showed the greatest increase both in 
absolute and relative terms; the export volume increased 
by 30 per cent in 1947-53 and the proportion to all exports 


Ill. CHANGES IN THE COMPOSITION OF EXPORTS 


The quantum and composition of Latin-American ex- 
ports showed a stationary trend. Indeed, very few changes 


were observed between 1947 and 1953, but the most re- 
markable was that the Latin-American export trade, far 
from diversifying, was tending to concentrate on a few 
primary products. In 1953, petroleum, coffee, sugar and 
wheat accounted for 57 per cent of all exports, in com- 


rose from 17 to 25 per cent. The other three commodities 
also improved their relative positions, but not as sharply. 
In contrast, the only modification of importance among 
the other products was the decrease in maize, hides, meat 
and linseed oil exports. (See table 35). 
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Chart XXIV 
LATIN AMERICA: PRINCIPAL EXPORTS 
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The picture is quite different if, instead of the quantum, 
the value is considered. The impact of prices caused a 
much more pronounced transformation and a still greater 
concentration, since two commodities alone—coffee and 
petroleur-—were suificient io account for almost half the 
aggregate export value in 1953, contrasting with 26 per 
cent six years ago. 


In chart XXIV a comparison is made between the evolu- 
tion of the current value and quantum of the 17 principal 
commodities exported by Latin America. The discrepancy 
in the movement of the two curves is very apparent for 
many of these exports. In the case of coffee, bananas, wool, 
meat and copper, the value curve has tended to rise above 
that of quantum. For petroleum, wheat, nitrates, cocoa, 
maize and linseed oil, both curves remain roughly parallel, 
which is indicative of relative price stability. 


The year 1953 may be considered as a crucial year, be- 
cause movements occurred in one direction or another, 
while simultaneously for some products—lead, zinc, sugar 
and maize—the trend was reversed, as a consequence of the 
price declines, and the quantum rose above the value. 

The result of these unequal movements has caused very 
pronounced percentage differences. (See again table 35). 


IV. THE RECENT EVOLUTION OF EXPORTS IN SELECTED 
COUNTRIES 


Latin America’s general trade characteristics during 
1953 have so far been discussed, underlining the more 
important developments in relation to 1952 and previous 
periods. Likewise, the role played by the terms of trade 
has been analysed, contrasting the favourable situation 
during the post-war period with other factors of foreign 
‘trade. It is now appropriate to review the evolution of ex- 
ports* in some countries of the region. 


1. Argentina 


In 1953, the remarkable recovery of Argentina’s agricul- 
tural production was widely reflected in its exports, the 
quantum of which, although doubling in relation to the 
previous year, did not quite reach the 1948 or 1950 levels. 
(See table 36 and chart XXV). 


Table 36. Argentina: Quantum of exports 


TEL UU aIEI NES SE EEENESSNEE EE 


Yeors Millions of dollars® Indices 
“DSRS 3 daa ei tildpterati liar ari pa a 1,629 100.0 
HES ORP AGE AELES TAD TEL Se. 1,183 72.6 
Se) 5 OR RRS RAs RSS. D. 1,710 105.0 
7 OE teeta in 5 pong esos Bees tone 1,414 86.8 
OGDEN on One rae 640 39.3 
ORS ae Se Sree somone aro pe 1,379 84.7 


Source: Economic Commission for Latin America, based on official 
statistics. 


a At 1948 prices. 


b Provisional estimate. 


The larger harvests, and the consequent reappearance 
of Argentina’s cereals on the world market, have revived 


4 Since the evolution and composition of imports in the post-war 
period was reviewed by countries in the Economic Survey of Latin 
America, 1951-52, it was considered advisable to study the evolution 
of exports this year. 


the usual pattern of the export composition. Indeed, agri- 
cultural crops, which in 1952 had for the first time fallen 
in their relative importance to livestock products, again 
recovered their 1953 position, accounting for 60 per cent 
of all exports. (See table 37). 


Among the agricultural crops, cereals play the major 
part in determining the volume of exports.® After two years 
of drought, the excellent 1953 harvest has revived the ex- 
port trade, although it was not possible to obtain such high 
prices as formerly. The problem which has reappeared 
was rather one of placing the exportable surpluses, since 


Table 37. Argentina: Composition of the quantum 
of exports 


(Percentage of total) 


Commodities 1948-508 1951 1952 1955» 


Agricultural produce..... 58.6 68.5 33.6 60.9 
VEST OCK pe eeata ae aire 38.2 26.5 58.9 34.8 
AMOthers .P 8 ita. Schucce aie a) 50) eS 4.3 


100.0 100.0 100.0 100.0 


Source: Economic Commission for Latin America, based on official 
statistics. 


a Average. 
> Preliminary estimates. 
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° Tn 1953 the cereal group accounted for 48 per cent of all Argen- 
tina’s exports. This percentage, with slight variations, was similar to 
the 1948-52 average, the exception being 1952, as already noted. 
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the return to a peak period for Argentine farming coin- 
cided with abundant crops in other regions of the world. 


In 1953, wheat exports amounted to about 2.5 million 
tons, slightly higher than the 1947-51 average. These ship- 
ments account for 32 per cent of a production which reached 
the relatively high figure of 7.6 million tons. Allowing for 
domestic consumption to absorb some 3.8 million tons 
and unfulfilled export commitments of about 550 thou- 
sand tons, the balance will amount to around one million 
tons, which the government plans to use as a special re- 
serve. 


Maize exports were also very active at about one million 
tons, but the average 1947-51 levels were not recovered. 
However, 1953 barley and rye exports were respectively 
50 and 60 per cent higher than in this period. The down- 
ward trend for linseed, which has been apparent for sev- 
eral years, became more pronounced. However, the group 
of cereals and linseed together showed an export volume 
above the 1947-51 average. 


Argentina thus remains with large surplus cereal stocks, 
which may influence 1954 sales, since good yields are an- 
nounced for the new crops. 


For livestock products there has been a similar recov- 
ery in 1953, although not as marked as the revival of agri- 
cultural crops. There appears to be no slackening in the 
steady annual process of a smaller quantity of meat avail- 
able for export, since in 1953 there was an even higher 
domestic consumption rate. 


Government efforts were aimed at counteracting the 
effects of the 1951 and 1952 droughts (a higher death 
rate, loss of female breeding stock, and a low birth co- 
efficient) and at reducing domestic consumption to permit 
the re-establishment of the livestock population. The im- 
provement in 1952 exports was a result of these efforts. 
However, meat supply still shows a certain rigidity owing 
to the time required to increase the number of animals 
available for slaughter. In 1953, meat exports were about 
39 per cent below 1948 levels and only tinned meat reached 
a higher level. The contract with the United Kingdom pro- 
vided for the export of 160 thousand tons, but only 100 
thousand have actually been shipped. 


Increased wool exports in 1953 mainly represented the 
rapid decline of accumulated surplus stocks from the pre- 
vious clip, which was due to the stimulus of more favour- 
able exchange treatment and to temporary taxation immu- 
nity.° Exportable wool stocks, amounting to 320 thousand 
tons in mid-1952, fell to only 23 thousand tons at the 
beginning of the 1953/54 clip.” In contrast, hide exports 
have continued to decline; in 1953 they fell 15 per cent 
below the relatively low 1952 level. (See table 38). 


During 1953, the position of other export commodities, 
such as dairy products, edible and other oils and quebracho 
was generally better than in 1952, without, however, re- 
gaining the 1948-51 level. Milk products (casein, cheese 
and butter) formed an exception and exceeded the average 
for previous years, owing to a more favourable exchange 
treatment. 


* The exemption from the 8 per cent sales tax was maintained 
until September 1953. The preferential rate of exchange for wool 
exports to the sterling area was discontinued in May, in order to 
re-direct sales to the dollar zone. 


"The Review of the River Plate, 10 November 1953, p. 19. 


Table 38. Argentina: Exports of meat, wool 
and hides 


(Thousands of tons) 
ee 


Commodities 1948-50» 1951 1952 1953» 
Meate 2:2 ace cere cor 450.4 293.6 235.7 166.3 
WiOOlroncagsoceagoun as 140.1 59.7 106.1 129.4 
JslelsSneuding at daccn S406. 205.2 128.8 162.9 101.6 


Source: Ministerio de Asuntos Técnicos, Sintesis Estadistica Men- 
sual de la Repiblica Argentina. 


a Average. 
b Seven months. 


2. Bolivia 


In 1953, Bolivian exports were faced by two adverse 
pressures, a severe drop in prices, amounting to 16 per 
cent for all commodities, and a contraction in the demand 
for minerals. Despite these factors, the reduction in quan- 
tum was negligible, scarcely 1.8 per cent in relation to 
1952, because greater tonnages of tin were sold abroad, 
thus offsetting the decline in lead, zinc, antimony and 
wolfram exports. 


Tin accounted for 73 per cent of the export volume, in 
contrast to 64 per cent in 1952, and was able to main- 
tain its 1953 position owing to purchases in the United 
States for the strategic stockpile. Nevertheless, prices were 
13 per cent below the previous year, when they had already 
suffered a marked downward movement. (See table 39). 


Because of the structure of Bolivian exports, the drop 
in mineral prices exposed the economy to a really critical 
situation, for which no short-term possibilities of improve- 
ment are at present visible. 


3. Brazil 


The position of Brazilian exports in 1953 was some- 
what singular. The incentives of higher coffee prices were 
reflected only in current values, which rose from 1,408 
million dollars in 1952 to 1,580 in 1953, while the export 
quantum decreased 8 per cent because of the frosts which 
affected the crop and will continue to influence them until 
the destroyed bushes are replaced. Coffee thus lost some 
of its importance in total Brazilian exports (50 per cent 
in 1953 against 60 per cent in 1952). 


In order to reduce exports as little as possible, Brazil 
was obliged to draw on reserve stocks, between the end 
of 1952 and December 1953, stocks in Brazilian ports de- 
creased by about 500 thousand sacks.® There was also a 


tendency to supply the North American market better than 
Europe. 


Another factor contributed to maintain the high level 
of Brazilian exports. Cotton shipments, which had prac- 
tically been suspended until prices improved, were re- 
sumed. In early 1953, the accumulation of large surplus 
stocks from the two earlier harvests caused a change in 
the sales policy which had been previously followed. Au- 
thorization was given for the shipment of cotton at world 
prices and for better exchange treatment. Despite these 
facilities, exports did not recover to the 1951 level, being 
som 20 per cent lower. | 


* These are sacks of 60 kilogrammes each. 
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Table 39. Bolivia: Quantum of exports 


hank ae 


wet Total Tin 
(millions of dollars)a 

OAS cietion ortmooeniters 118.6 80.2 
GAD Sc BE eee ee 111.2 MO 
95 On See ereercr ones 109.1 67.5 
LO Sileteercnoncrsvaxonteeee 106.5 alee 
OO ca tn Meine s 106.2 68.7 
Uh ee oe ees 104.2 76.5 


Total Tin Percentage of 
(4948 =100) tin to total 
100.0 100.0 67.6 
93.8 91.4 65.9 
92.0 84.2 61.9 
89.8 88.8 66.9 
89.5 85.7 64.7 
87.9 95.4 73.4 


eee 


Source: Economie Commission for Latin America, based on official statistics. 


@ At 1948 prices. 
> Preliminary data, 
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Prices and demand in the cocoa market were much bet- 
ter than for most Latin-American commodities. Brazil had 
the advantage of both an excellent crop and a steady de- 
mand due to the vacuum left by decreasing African ship- 
ments. In 1953, cocoa exports increased by 76.7 per cent 
in quantum over the previous year, and by 3.6 per cent 
in price. 


~ Cannery reforms, which consisted of authorizing the free 
market sale of foreign exchange derived from exports of 
secondary products, have been successful in the case of 
pinewood, bananas and other products. Conversely, rice 
and tobacco crops were affected by adverse climatic condi- 
tions so that these exports dropped sharply, especially in 
the case of rice. 


4. Chile 


In 1953, Chilean exports were subject to the depressive 
influence caused by the change in the demand for copper. 
[The lower quantum exported in relation to the previous 
year (15 per cent less) was mainly due to the almost com- 
ylete suspension of copper sales between August and 
Yecember. During those months, a stockpile of almost 
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Table 40. Brazil: Quantum of exports 
(Millions of dollars)® 


Commodities 1948-50» 1951 1952 1953¢ 
Goflée? Sean Rie). 480 456 441 405 
Cotton Rerae..eeoe ni: - 124 101 20 80 
Cocoa .rariresiwrinn 3 90 TE 47 83 
ObaACCO nor tuery “tas 17 ily’ 17 8 
Rice tar tte ees 18 22 31 ] 
Pinewoodiaes ooesiores oi 50 30 33) 
Torau (including all 
Others) ce aecsuiet: 1,056 1,012 747 811 


Source: Economic Commission for Latin America, based on official 
statistics. 

8 At 1948 prices. 

b Average. 

e Estimates based on data for ten months. 
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150,000 tons was accumulated, which is equivalent to more 
than one-third of annual production in former years. Mean- 
while, negotiations were begun for the purchase of these 
stocks by the United States as strategic reserves. At the end 
of 1953 no agreement had yet been reached. 


The Chilean monetary authorities—who had obtained 
a monopoly on copper sales since February 1952—en- 
deavoured to maintain their prices at a time when quota- 
tions on the United States market, where price controls 
had been abolished, were below those which Chile had 
previously received. In December 1953, sales were re- 
sumed, the Chilean authorities accepting world market 
prices for the future output from that date. But the prob- 
lem of the accumulated stocks remained unsolved for the 
moment. Part of these stocks are in the United States, since 
the mining companies had continued to deliver copper for 
some time in anticipation of an agreement. 


Chilean copper exports in 1953—even allowing for the 
copper shipped for storage abroad, which is shown in 
Chilean statistics—sank to the lowest level of the post-war 
period, or 275,000 tons, as compared with an annual aver- 


age of 400,000 in 1945-49. (See table 41). 


Table 41. Chile: Copper exports 


Quantum Average price Value Percentage 
Years (thousands (U_S. cents (millions of copper 
of tons) per pound) of dollars) to total 
QA Raa enti Neree rer: 431.6 10.86 103.3 50.5 
OA GPa ee smuelet- 374.0 12.69 104.7 48.3 
OA eater cot eds 387.3 20.35 173.8 62.3 
OAS Peewee eis oes 414.6 PALATE: 196.8 59.7 
OA OWN agseacodsrs arenes 353.8 19.95 155.6 52.4 
NOS Oars esate 5 ous 6 Balt 20.00 141.9 50.0 
CET ea sae ees eee 308.8 24.61 167.5 45.0 
KEP ends San ee 392.9 32.80 255.6 56.1 
JI Eas Senne co icaaieer sic 275.0° 33.60 203.7 51.6 


Source: Basic data from the Direccién General de Estadistica, 
hile. 


@ Preliminary estimate. 

> According to information from the central bank, effective copper 
sales in 1953 were 205 thousand tons. The discrepancy with the 
figure given in this table arises from the fact that official Chilean 
statistics include as exports the producers’ previous shipments to 
the United States as an available stock for the time when sales are 
renewed. 


The discrepancy between the rise in export prices for 
Chilean copper between 1952 and 1953 and the price trend 
on the world market was due to the fact that in 1952, some 
tonnages were sold at prices controlled in the United 
States, while the small total exported in 1953 obtained the 
official price fixed by the Banco Central de Chile. This is 
an additional reason for the 2 per cent increase in the 
total index of average copper export prices during 1953, 
while the remaining Chilean export commodities were 
sold abroad at prices lower than those prevailing during 


1951-52. 


The depressive factors also affected nitrate sales, which 
are receiving strong competition from synthetic products. 
The nitrate market has declined, but relatively high prices 
have been maintained due to the action of domestic cost 
elements and the rate of exchange. 


Iron ore exports increased in volume, but prices were 
very similar to those of previous years. Semi-finished steel 
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has yielded steadily increasing revenues in foreign ex- 
change since it first appeared among Chilean exports in 
1951. In 1953, exports of this commodity totalled 93,000 
tons, valued at 18 million dollars, as compared with 12 
million dollars in 1952. 


In contrast, exports of primary agricultural commodities 
have shown less success when comparing the 1953 results 
with those of the previous year; in relation to 1951, there 
was a slight increase. Exports of industrial goods have 
dropped to one half their sizes in 1951. (See table 42). 


Almost two-thirds of all Chilean exports consist of two 
commodities for which demand on the world market has 
tended to decline during the last few years as a conse- 
quence of substitution and changes in consumption pat- 
terns. The situation thus continues to be one of extreme 
vulnerability, and it is increasingly difficult to maintain 
the high level of capacity for foreign payments required 
for the actual development of the country. 


5. Colombia 


In 1953, Colombia reached the peak level of exports, 
both in value and volume. Coffee, with high prices and a 
wide market, was a large factor, representing 73.2 per cent 
of the value of all exports in 1953, as compared with 68.8 
and 65.5 per cent in 1952 and 195] respectively. 
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Table 42. Chile: Quantum of exports 
(Millions of dollars)* 


Commodities 1948-50» 1951 1952 19530 
Copper Pee, Se Ye OM 173.3 153.8 175.4 130.6 
irate GiNIOr Hl. OL... Byil 7 50.5 41.8 28.2 
Ren drefenbie jou. aneton 5.9 6.0 4.1 5.4 
Agricultural produce... . 31.8 24.8 29.4 27.8 
Industrial goods......... 5.1 15.5 a9 8.7 
Hromand:steel.......... 0.8 4.6 10.6 IS 
HC ae 32.8 34.7 41.3 bile 


Tora 301.4 289.9 312.5 265.7 


Source: Economic Commission for Latin America, based on official 
statistics. ° 


® At 1948 prices. 
b Average. 
¢ Preliminary estimates. 


The rise in coffee exports? during 1953 in relation to 
1952 represented higher foreign exchange earnings for 
Colombia—90 million dollars out of a total of 475 mil- 
lions, 72 millions of which correspond to the increased 
volume of exports and 18 millions to the rise in prices. The 
export trade became even more active during the last six 
months of 1953, recording a 30 per cent increase in the 
volume of shipments as compared with the same period 
in 1952. Stocks held in the country will be reduced to a 
very low level, since it has been announced that the 1953- 
54 output will be below that of the preceding year. 


Among other commodities exported by Colombia, petro- 
leum shipments ranked first, although at prices somewhat 
lower than 1952. Banana exports increased both in volume 
and value. (The over-all situation of these three primary 
commodities may be seen in table 43). 


Table 43. 


Colombia: Quantum of exports 


(Millions of dollars)* 


Commodities 1948-50» 1951 1952 1953¢ 
et 208.1 193.5 202.9 244.4 
Briraleuimes.c 05s 6S 56.9 ee, 74.6 76.7 
BOAIATIES ee es eich es (es: 8.2 8.3 9.9 


Torat (includingallothers) 284.2 295.5 294.8 333.8 


Source: Economic Commission for Latin America, based on official 
statistics. 


~~8 At 1948 prices. 
b Average. 
¢ Preliminary data. 


6. Cuba 


Despite the high level of the export quantum in 1953, 
estimated as 10 per cent higher than the preceding year, 
the development of Cuba’s foreign trade was less favour- 
able than in 1952. The outstanding event, with the widest 
repercussions, was the over-all price decline of 12 per 
cent as compared with the previous year. Although the 
loss of income resulting from lower prices was offset by 


~ © During the last months of 1953, Colombia sold 600,000 additional 
sacks of the stock in hand, thus raising exports to a total of 6.4 
million sacks. 
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ereater exports, it was largely due to the additional Cuban 
sugar sales to the United Kingdom. These totalled one 
million tons outside the quota assigned to this country but 
the price was 25 per cent lower than in the United States. 
The average price level for sugar exports was therefore 
14 per cent below that of 1948, and 25 per cent lower 
than 1951 prices. It is clear that Cuba has made an effort 
to ensure that the future situation will be less vulnerable 
to sharp price fluctuations which cause a disequilibrium in 
the economy. The International Sugar Agreement of 1953 


Table 44. Cuba: Quantum of exports 


(Millions of dollars)®* 


Commodities 1948-50» 1951 1952 1953 


Raw suear.. miners. ope 40a 466.0 480.0 540.0 
Refined sugar........... 71.4 75.6 69.7 65.0 
Molasses and syrup...... 47.3 39.7 49.1 si 
iO DA CC ORM aan nt re ne 28.3 Bilao) 25.9 
Copper (orem. aa. 2 miear (oh) 7.6 6.3 
Maneanesevores. aa ena Leo 4.0 5.9 
Ghromigm orese «4. ssor 1.4 Alt 1.0 
ATGOKO La Aueinadeer acetone 4.6 1.8 0.1 
Otherstis asks dk iciaus satiate Seca B81. 32.8 50.0 


ToraL 643.0 666.4 688.0 760.1¢ 
ees) yc cage lee cae ae ae dh amet) ee 


Source: Economic Commission for Latin America, based on official 
statistics. 

a At 1948 prices. 

b Average. 

¢ Preliminary estimate. 
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grants Cuba a quota of 2.25 million tons for world mar- 
kets,?° apart from the fixed allocation for the United States. 


No information is yet available on the other commodities 
traditionally exported from Cuba. However, it is known 
that both tobacco and manganese prices were good. 


In short, although the export quantum in 1953 was the 
highest registered during the past fifteen years, there has 
been little influence on the gross product. This was in fact 
determined by the volume of sugar production during the 
year (25 per cent below 1952), since this commodity was 
exported at a lower price and served mainly to relieve the 
substantial surplus stocks accumulated in the past.1? Con- 
versely, exports have helped to streugthen monetary re- 
serves, which had declined slightly, although there is no 
problem of a foreign exchange shortage in Cuba. The out- 
look for 1954 is more encouraging as regards the demand 
for sugar, but it cannot be denied that Cuba’s economy 
has had to contract rather than expand. 


7. Ecuador 


In contrast to other countries, where exports suffered 
mainly on account of reductions in demand abroad and the 
drop in prices, the decrease in Ecuador’s exports during 
1953 was due to other causes. The almost disastrous cli- 
matic conditions—a very long winter and abnormally 


7° For further details regarding this Agreement, see the section on 
sugar in the chapter entitled Agricultural Production, which ap- 
pears in part II of this report. 

™ The dynamic element in Cuba’s economy is indeed the sugar 
exports, which represent 40 per cent of the gross product. 
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heavy rainfall—affected production in the coastal region 
and also transport to ports of embarkation. Ecuador’s 
principal exports, with the exception of rice, are ane 
the few commodities the prices of which show an upwar 


trend or are being maintained at high levels, i.e., bananas, 


coffee, cocoa and petroleum. But the weather made it im- 
possible to take full advantage of the favourable price 
situation. Needless to say, petroleum was not affected, and 
an export recovery took place. A similar rise was apparent 
in the case of Panama hats, and sales abroad increased 
after several bad years. 
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Table 45. Ecuador: Principal exports 


(Thousands of tons) 


Commodities 1948-508 1951 1952 1953» 
re eee seeee NL rete of eet Bevel Prieta beri eat nies eer, 
Bananas cach dinate taal Te5er 246.4, 429.8 392.7 
OSs 6 On eee 16.7 16.6 20.0 17.8 
Cocoa “> CABRIO ONC eo 20.9 24.1 Zona 24.7 
Do crete 51.9 6.9 56.5 4.1 
Panama hats®........... 4.2 eli 3.0 3.5 
metroleums.', fle) 20% 151.0 NEY? Sts 187.1 


ee 


4 sakes Economic Commission for Latin America, based on official 
atistics. 


a Average. 
> Preliminary estimates. 
° In millions of hats. 


These circumstances caused banana exports—which are 
highest in total value—to decline for the first time in many 
years of steady increase. (See table 45). 


It is interesting to observe that Ecuador’s exports present 
a perfect example of fluctuation between alternate years 
with a high volume and years registering a decline, but 


fy. an over-all tendency to increase gradually. (See table 


Table 46. Ecuador: Quantum of exports 


Variotion on preceding 


Years Millions of dollars*® year (percentage) 
| DLA cients. Seana ewes 43.5 mo 
1 SAY A a OO ei 45.3 4.1 
BDA Ors MELEE. anaes 37.4 —17.4 
BOD Orta tt nee, > .. aveacds 56.6 piles 
DS eee Gee eee ee 42.7 —24.6 
| TGs SS eee eee 56.4 el 
BS Ee Sgt eee eee 47.0 —16.7 


Source: Economic Commission for Latin America, based on official 
statistics. 


® At 1948 prices. 
> Preliminary figures. 


8. Mexico 


During 1953, changing world economic events affected 
the satisfactory conditions under which Mexico’s foreign 
trade was developing. These changes may be attributed to 
a weakening in over-all world demand which, in the 
specific case of Mexico, only affected prices abroad and, 
as a result, the proceeds derived from exports. Conversely, 
the export quantum, estimated at a 1948 price dollar value, 
was 9 per cent higher than that of the two previous years. 
The different evolution of prices and quantum of Mexican 
exports was reflected in a 9 per cent decrease in the current 
value of exports as compared with 1952. 


Not all prices for the principal export commodities fol- 
lowed the same trend. For minerals, lead and zinc prices 
dropped 32 and 40 per cent respectively, while petroleum 
decreased 14 per cent and copper only 2 per cent. Silver 
maintained its price at the level of the previous year. 


Among agricultural commodities, according to Mexican 
statistics, the price of coffee was stabilized at approxi- 
mately that of 1952; tomatoes experienced a firm price 
increase, but cotton and hemp showed substantial de- 
creases. (See table 47). 
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In spite of the rise in the prices of some of these com- 
modities, and others such as shrimps, the general tendency 
was downward, amounting to approximately 10 per cent. 
This compares unfavourably with the drop of only 2 per 
cent in import prices. 


Substantial changes also occurred in exports by groups; 
these changes may be observed from the quantum of such 
exports. An increase in the relative importance of minerals 
as a proportion of total exports was apparent; this was 
due to a higher quantum, in which lead, petroleum and 
silver were the main factors. In spite of this increase, 
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Table 47. Mexico: Unit value indices of exports, 
by commodities 


(1948 — 100) 
EE rat EM Se ak et 


Commodities 1951 
the same relative importance as in 1952. 

ee teas ae athe Te = a However, within this group, a reduction was noted for 
Henequen. ——— 81.7 90.1 69.9 —22.4 cotton the share of which to the total exported decrease 
Tomatoes........ 65.9 68.2 112.8 65.4 from 24.8 per cent in 1952 to 23.3 per cent in 1953. In con- 
FUSES oracsie ahs “ecuriena 67.1 78.9 76.2 — 3.4 trast, coffee increased its proportion from 6.1 to 7.8. pem 
Shrimps. ..... 104.5 130.5 162.1 24.2 cent following a 40 per cent rise in the tonnage shipped 
Weadie sea. ta 108.5 104.8 qV.2 —32.1 abroad. (See table 49). ' 
@oppeniay setae Ne 143.2 164.0 161.6 — 15 
UNOS. cs cheroente eC 146.5 135.6 80.8 —40.4 
Sve Geto: 118.4 114.0 114.0 — Pee 
Betrolemm=...) 2.) aLL7.0 129.9 ES) —14.3 


Source: Economic Commission for Latin America, based on official 


statistics. 
« Preliminary estimates. 


lead and petroleum could not offset the loss in proceeds 
resulting from the price decline. 


In marked contrast, the proportion of manufactured 
zoods and miscellaneous commodities declined in relation 


Table 48. Mexico: Quantum and unit indices 


to the total, as a result of the fall in the respective ton- 
nages exported. Within the group of manufac 
exports of cotton textiles, hemp manufactures (threads, | 
yarns, ropes, etc.), and lumber showed the largest de: 
creases. The export quantum for agricultural and livestoe 
1952 19534 7968 to 1982 commodities increased, and thus showed approximatel 


Owing to the composition of its exports, Peru was 
among the countries most affected by price deteriorations 
on world markets. The two principal agricultural exports, 
cotton, and sugar, and the two leading minerals, lead and 
zinc, were among the commodities experiencing severe 
price falls in 1953.12 These commodities, considered to- 
gether, represented 70 per cent of the value of all exports. 
However, two circumstances have offset the consequences 
of declining prices; firstly, increased export tonnages and 
secondly, the relative compensation which zinc and lead 
producers have obtained from the silver content of these 
minerals. Silver prices have remained at a fairly stable 


of exports level. (See table 50). 
(1948 = 100) In 1953, the quantum of exports was 8.2 per cent higher 
than that of the previous year. This was almost entirely 
Years Quantum of exports Export unit value index due to the influence of basic primary commodities, since 
non-metallic minerals, forest products (principally rub- 
ee ee ci Satan ak oe nes ber) and industrial goods have diminished; canned fish 
“cette eababneelaa ai ae nye has almost entirely disappeared as an export owing to 


Source: Economic Commission for Latin America, based on official 


statistics. 


a Estimates based on nine months. 


lead and 38 per cent for zinc. 


Table 49. Mexico: Quantum of exports, by commodities 


difficulties in the United States, the principal market. 


** Based on preliminary estimates for eight months, prices in 1953 
fell by 22 per cent for sugar, 19 per cent for cotton, 14 per cent for 


Commodities se oe a ote “ieee ore 
(millions of dollars)» (percentage: ) total) 
(CSIC Payee ee ae ee ee 29.8 30.3 42.5 6.0 6.1 7.8 
CORO. Ae Ae Se Sel 95.7 123.6 126.0 19.1 24.8 2355 
Hig yieYeT UC leon Wace ein dls Ae 14.6 6.0 let 2.9 Ie 2.4 
Tomatoes MS RE Ce io white.» 5.0 5.4 53 1.0 Tek en 
(Glinek@meden. 2s... vse ce ea ee 4.9 2.0 2, 1.0 0.4 0.2 
Hay NG) 2 eRe Bea 10.8 2 Lal Pat 22 0.2 
Fish Foot auc) ie. 27.0 23.8 PVT 5.4 4.8 4.2 
SUDO: cs foc 0 0 one 9.7 7.6 7.6 Wee, alg les 
IGE Ss Soc ee oe ee 60.8 Oo Tee Leo? 14.1 14.5 
Ct.  ——-ae 21.0 238 223 4.2 4.8 4.5 
Zine MRD hee: ee ee 25.9 Sk0). th 28.6 5.2 6.0 Dal 
SUVCin st eee... ce. Pbelss 2 20.3 4.3 2.4 4.1 
Petiolenmi, Sees TH 296 252 322 5.9 5.0 6.4 
Manufactured goods of henequen.. ‘11.9 10.4: 5.1 2.4 21 1.0 
Cotton fabeits. ANE... .. 20.0 9.8 5.4 4.0 2.0 Ll 
Total (including other exports).... 500.2 498.2 541.9 100.0 100.0 100.0 


ource: FE i issi for in / ic i isti 
S urce: Economic Commission for Latin America, based on official statistics. 
@ Preliminary estimates. 


» At 1948 prices. 
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Table 50. Peru: Principal exports 


(Thousands of tons) 
tt Be Eee UO Fae terete oh is tad 


Commodities 1948-508 1951 1952 1953 
BRS rie-req certs ys). .te ez ool sez 313.9 PAG? 313.0 354.9 
a er 60.5 62.6 82.8 92.0 
Lead 8 Te eae Spee 82.0 89.8 104.7 
yeep ere dar G0 Gres09. I 113.0 97.5 
BEE oe he ae 24.3 33.8 32.9 34.2 
Petroleum i dapeey line: Be ah Sa 1,054.5 993.4 964.6 833.4 


(eee ee ee a ee 
Source: Banco Central de Reserva, Boletin. 


« Average. 
> Preliminary estimates. 
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PERU: QUANTUM OF ALL EXPORTS 
AND OF PRINCIPAL PRODUCTS 


Millions of dollars at 1948 prices 
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10. Uruguay 


_ With regard both to current and constant values, 
Uruguay was able to achieve a maximum export figure 


in 1953. (See table 52). 


Table 51. Peru: Quantum of exports 
oe dh eT ee ee, 


Milli ili 
Years of dollars Years ene 
1948-50 (average)... 168.1 NOD 2 vigexasnr race cis 212.4 
MO Bl uccocder cuta eeees LOSAT oo S es. Mae nner 230.0 


‘ oe Economic Commission for Latin America, based on official 
statistics. 


® At 1948 prices. 
5 Preliminary estimates. 


_ This outstanding increase, amounting to 12 per cent 
in volume, was almost entirely due to wool exports. In 
1953, consumer markets strengthened with the recovery 
of the textile industry and with expansion to other areas 
through demand in some eastern European countries and 


Table 52. Uruguay: Value and quantum of exports 


Current value Quantum 
Years (millions of dollars) (millions of dollars) *® 
LOA Sr eee 122.0 198.6 
L946, SOARS +e 152.8 209.5 
WL OLE lows glen oy Oyen cae ey The 16225. i220 
TOA! gre ee RR acs as oa 178.1 178.1 
1 pe ot eR i Ma ener, 191.6 209.8 
LOS Oe ween sh, e eens 254.3 223.4 
OS a ay, cea vel en cren 236.3 164.4 
LOS Deis pesca eee eae 208.9 218.8 
OS Or eect teva aie ckaetier eae 269.8 245.5 


Source: Economic Commission for Latin America, based on official 
statistics. 


a At 1948 prices. 
> Preliminary estimates. 


the Soviet Union. Uruguay was thus able to place the large 
stocks accumulated after the clips of the two previous 
years. A preliminary estimate for 1953 forecasts a higher 
wool export volume than the figure reached in 1950. (See 


table 53). 


Table 53. Uruguay: Wool exports 


Quantum* Current value Percentage of 

Years (thousands of tons) (millions of dollars) wool to total 
STARS Vaetgels ae peo ees avaseli 68.3 35.6 
OS Ole ore nee a 100.7 159.9 62.9 
NSIS epee We ate 36.3 Iles 49.7 
LEERY Ang neren ah alee: 64.9 90.3 43.2 
LO 5 ST ee Eee 106.0 147.3 54.6 


Source: Ministerio de Hacienda, Boletin Informativo. 

«In terms of greasy wool, converting washed wool at a ratio of 
1.67 and wool tops at a ratio of 1.75. 

b Preliminary estimates. 


This spectacular increase in Uruguay's wool exports 
between 1952 and 1953 was not caused entirely by high 
foreign demand. The 1951-52 season had been critical. 
The market was practically at a standstill from April 1951 
until the end of 1952. The value of wool shipments repre- 
sented less than one-third of aggregate exports, which were 
also low, a situation which had not occurred during the 
whole post-war period. 
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Chart XXXIV 


URUGUAY: QUANTUM OF ALL EXPORTS 
AND OF WOOL PRODUCTION 


Millions of dollars at 1948 prices 
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The Government was obliged to take exceptional meas- 
ures to facilitate wool sales abroad and to restore the basic 
element of its payments capacity. Firstly, it abolished 
various taxes on wool exports, this measure remaining in 
force until mid-1953. Secondly, the negotiable margin 
which the exporter is permitted to exchange on the free 
market for commissions or expenses was raised from 2 to 
D per cent of the f.o.b. export value. Finally, although 
the exchange rate for greasy wool remained unmodified, 
in February 1953 a special rate of 1.602 pesos per dollar 
was established for washed wool in place of the 1.519 peso 
quotation that was in force for all basic export commodi- 
ties.1° In this way sales of accumulated wool stocks were 
stimulated. 


The prospects were not so favourable for sales of the 
new clip (1953/54). Foreign demand remained weak and 
producers showed a certain disinclination to sell at the 
prices offered abroad, owing to the confusion caused on 
the market by wool tops purchasers for the domestic in- 
dustry paying higher prices than those on the world mar- 
ket. From October to December 1953, sales of the new clip 
were reckoned at 20 thousand tons (of which domestic 
industry absorbed 15 per cent) out of an estimated total 
production of 85 to 90 thousand tons. 


The so-called problem of wool tops originated from the 
decree of October 1949, which established an exchange rate 
of 2.30 pesos per dollar for exports of woollen articles or 
clothing, textiles in general and spinning yarns. The object 
was to stimulate exports of manufactured or semi-manufac- 


** The exchange rate of 1.602 pesos is the result of combining 90 
per cent of the value at 1.519 and 10 per cent at the rate of 2.35 pesos. 
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tured goods. With the support afforded by this preferential 
rate of exchange, 50 per cent higher than the basic rate, 
the export of wool tops was developed rapidly and, from 
being entirely nonexistent in 1948, reached a value of 22 
million dollars in 1953. 


There were subsequent reactions to this situation abroad, 
especially in the United States where a compensatory 
tariff was established to neutralize the exchange rate ap- 
plied in the country of origin.’* But, in addition, the pref- 
erential system caused domestic difficulties, since exporters 
of both greasy and washed wool considered they were suf- 
fering from competition with wool tops producers, who 
could pay higher prices owing to the preferential rate of 
exchange. 


A special Commission appointed by the Government 
studied the problem and came to the conclusion that, in 
fact, the stagnation of greasy and washed wool exports was 
in part due to the preferential exchange rate. This caused, 
firstly, a temporary suspension in the negotiation of for- 
eign exchange accruing from wool tops exports and, later, 
a lower rate of exchange.** 


Trends in the other primary commodities exported by 
Uruguay—meat and hides—varied from the tendencies for 
wool. Meat exports remained at the low 1952 level, while 
hides slid back after their recovery in 1952. For agricul- 
tural commodities, good harvests and improved exchange 
treatment are reflected in the rise of the export quantum, 
although the value was affected by low prices. 


11. Venezuela 


The upward trend visible in the volume of Venezuela’s 
exports since 1949 appears to have slackened in 1953. 
For the first time, a slight decrease took place (scarcely 
3.5 per cent). This decline was mainly the result of re- 
duced petroleum exports, which constitute 98 per cent of 
the value of all exports. The decline was probably deter- 
mined by an accumulation of hydrocarbon stocks in the 
United States and greater competition on European mar- 
kets. It is also probable that a further influence was the 
uncertainty caused by draft bills submitted to the United 
States Congress for the application of restrictions on im- 
ports of crude petroleum, and especially on residual fuel 
oil. 


Petroleum prices remained steady almost throughout 
the entire period 1948-52, and in 1953 they even registered 
a slight increase over the previous year when expressed in 
annual averages. Nevertheless, towards the close of the 
year, less stable trends were apparent. (See table 54). 


** Before the application of the compensatory tariff in February 
1953, Uruguayan wool tops paid duties of 27.75 cents per pound 
upon entry into the United States, plus 6.25 per cent ad valorem. 
The compensatory tariff raised the duty to 18 per cent of the invoice 
value. When this duty was applied, no exports of Uruguayan wool 
tops were made to the United States, which formerly absorbed 34 
per cent of such exports. The Uruguayan Government then reduced 
the exchange rate for wool tops to 2.06 pesos per dollar, as from 
June 1953. In turn, the United States offered to reduce the com: 
pensatory duty to 14 per cent, but Uruguay maintained its position 
on the grounds that the preferential exchange rate was not an export 
subsidy. 


** Established at 2.15 pesos from May 1952 to June 1953, and at 
2.06 when exemption was waived, calculated to be equivalent to 0.08 
per dollar. The rate of 2.06 per dollar is made up of 76 per cent al 
2.35 and 24 per cent at 1.519 pesos. 


‘ 


thapter III. Foreign trade 


Table 54. Venezuela: Petroleum exports 


eee 
Volume 
(thousands of 


Years cubic metres) (uber tains Riera 
945... 50,511 oaoet 6.65 
BE ore sas. « 59,667 484.7 8.12 
7 ' 67,363 761.9 11.31 
SOA Stes 74,577 1,163.9 15.61 
BAO sieves 73,136 1,111.4 15.19 
BO. sae 82,617 1,216.9 14.73 
PL e sa):8 93,568 1,414.7 15.12 
SIDS at averer 98,450 1,495.3 15.19 
DDO erste sis 94,200> 1,436.6 15.25 


Source: Direccién General de Estad{stica, Venezuela. 


* Average prices for all grades of crude petroleum and by-products. 
‘hese average prices show fluctuations which are not recorded on 
he world market. In the case of one grade of crude petroleum 
lone, it may be seen that Venezuela followed the trend of rising 
ices on the world market since June 1953. 

> Estimate based on nine months. 
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Among other Venezuelan exports, mention should be 
made of the substantial increases in coffee and cocoa ex- 
ports, together with an upswing in prices for these two 
commodities. However, these improvements both in ton- 
nage and value were insufficient to offset the decline in 


petroleum exports, due to the low proportion of coffee 
and cocoa in the value of all exports. 


On the whole, Venezucla’s exports have not been modi- 
fied in their structure, and fluctuations were slight in rela- 
tion to those occurring in other Latin-American countries. 


(See table 55). 


Table 55. Venezuela: Quantum of exports 
(Millions of dollars) 


Commodities 1948-50» 1951 1952 1953¢ 
Petroleum........ ei ez, 1,460.3 1,530.5 1,466.6 
Goffees. tha 244.4 10.5 7.8 IPAR} 19.8 
Cocoa’. = tne 10.1 9.2 9.8 22 
All others........ 17.7 6.4 PD, Qe 

Torat 1,215.5 1,483.7 1,554.8 1,500.7 


Source: Economic Commission for Latin America, based on official 
statistics. 


® At 1948 prices. 
b Average. 
¢ Preliminary date. 


12. Central America 


Following the tendency evident during the previous 
year, Central America’s exports registered very high levels 
in 1953. Considering the five countries together, there was 
a 7.4 per cent increase over the already high figure for 
1952. This situation was mainly due to the substantial rise 
in the quantum of the exports of El Salvador and Nicara- 
gua. Excluding Honduras, exports from the two remaining 
countries also showed an upward movement, though to a 


lesser degree. (See table 56). 


Since these countries do not have varied economies, so 
that their shipments abroad are restricted to a limited 
number of commodities, the favourable world prices ob- 
tained for their main primary commodities over a number 
of years, particularly coffee and bananas, have played an 
important role in stimulating production for export. The 
fact that climatic conditions influenced the excellent 1953 
harvests, especially in Costa Rica, E] Salvador and Guate- 
mala, should not be ignored. 


Table 56. Central America: Quantum of exports 


1951 1952 19534 1951 1952 19538 
es fee (millions of dollars)» (1948-100) 

i 4.2 

Costa ica weet ere eters oe 24.2 28.2 29.0 78.6 91.6 94, 
EUS alivad ors eee ae ioral .chSgareic 44.8 47.3 51.1 100.0 105.8 114.1 
(Guatemalan pier Beek chek t= 45.2 51.4 5250 90.2 102.4 104.6 
Hig ndunase scone caikecdee tensors = 18.5 24.6 23.8 97.1 129.5 125.3 
INGEN ETS 6 ao Se mcalclo meer ee 22.9 26.9 30.2 124.6 146.2 191.3 
Toran 155.6 178.4 191.6 95.3 109.3 117.4 


en ie seanana Ree es 


Sources: Individual Foreign Trade Yearbooks and Statistical Bulletins. 


a Provisional. 
b At 1948 prices. 
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Table 57. Central America: Quantum of exports, by commodities 
Se pUnpaPURCaEIND nessun Dente Se Prvunels Sie FI 


1951 


1952 


19534 1951 1952 1953 


Commodities 


(millions of dollars)» 


(percentages of total) 


Goffee.. nok .eli.. 01.2. eh 86.0 
Bananasacm aqoblae dev Sees cee eae 19.4 
COttomS Sere en eee eer A.A 
Oil-seéds Vile Sc SI Fae 30) 
Lamber 250 as a ae 4.9 
Allfothens:) Lari sl. y Toe: S 37.9 

Torat 155.6 


96.4 108.1 50-3 54.1 56.4 
24.0 23.2 5) 13.4 12k 
Bes) 5.0 2.8 Bel) 2.6 
6.5 6.9 ES) 3.6 3.6 
6.1 O07 Bil 3.4 3.0 
40.1 42.7 24.4 PAS, 22.3 
178.4 191.6 100.0 100.0 100.0 


Sources: Individual Foreign Trade Yearbooks and Statistical Bulletins. 


a Provisional. 


b At 1948 prices. 
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In addition to the considerable increase in the export 
quantum, and with reference to changes in export com- 
position, it should be noted that the same five commodities 
which represented 75 per cent of all exports in previous 
years recorded a similar proportion in 1953 (78 per cent). 
Nevertheless, coffee predominated slightly and there was 
a decrease in the relative importance of bananas. 


The Central American republics have not emphasized 
coffee production, but the downward trend in banana ex- 
ports from Guatemala since 1946 became more acute in 
1953, according to assumptions from the partial data 
available. In contrast, the remaining countries increased 
banana exports to an extent that partly offset the drop 
in Guatemalan shipments. 


Exports of cotton, oilseeds (principally sesame) and 


lumber continued at high levels, although their relative 


importance cannot be compared with coffee and bananas. 


(See table 57). 


As regards other commodities of less importance in ag- 
eregate exports, sales abroad continued actively, taking 
advantage of the world demand. Increases, varying between 
7 and 10 per cent, took place in Costa Rica’s cocoa ship- 
ments and in the manila hemp exported by Costa Rica 
and Guatemala. High export levels were also maintained 
for gold and cattle (Honduras and Nicaragua), rice (Nic- 
aragua), beaten silver (Honduras), and chicle (Guate- 
mala). In the case of some commodities—oilseeds, cattle, 
maize, beans and textile—the rise in exports was partly due 
to the development of trade between Central American 
countries during the last few years. 


For all five countries, the general level of export prices 
was higher in 1953 than in the preceding year. In rela- 
tion to 1951, only Nicaragua experienced a slight decrease 
of 0.9 per cent which was mainly caused by the drop in 
world prices for cotton and rice which commenced that 
year. 


Owing to the importance of coffee in total exports from 
Central America and the increase in its price, this com- 
modity was the main determining factor in the favourable 
terms of trade. In 1953, this product in fact represented 
96.4 per cent of all exports, while there was also a 5.1 
per cent gain in price over the preceding year. (See 


table 58). 


In 1953, banana price levels, which had remained steady 
since 1948, were able to recover from the slight drop ex- 
perienced in 1952, showing a 1 per cent rise over 1948. 


Table 58. 


Central America: Unit value indices of 
exports, by commodities 


(1948 = 100) 
a 


Commodities 1951 1952 1953 
Coffee BE. ve. 166.6 189.1 198.7 
Bananas... .... 100.6 98.2 101.0 
Gottoneees. .. 129.2 93.0 91.2 
Oil-seeds..... 101.1 99.1 99.8 
(thease 97.6 98.8 100.1 


Gg 


Source: Economic Commission for Latin America, based on official 
statistics. 
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Timber prices followed a similar pattern. Although the 
price of oil-seeds was below both the 1948 and 1951 levels, 
the terms of trade with imported produce were favourable, 
so that the price decline for the latter was more pro- 


nounced, But cotton, by contrast, continued its downward | 


movement, recording a 29 per cent drop in relation to 1951. 


V. THE EVOLUTION OF IMPORTS 


1. Changes in the quantum of imports 


In 1953 the aggregate quantum of imports for the whole 
region was 13 per cent lower than the 1952 level. Almost 
all the Latin-American republics contributed to the over- 
all decline with some decrease in their individual tonnages. 
The only exceptions to this rule were Peru, Ecuador, Co- 
lombia and some Central American countries. 


In Peru, the increase in imports was due both to the 
facilities offered by a free exchange system for the entry 
of foreign goods and to the advantages of very liberal 
credit granted by the suppliers in an effort to maintain 
their position on a market which showed signs of satura- 
tion. But the upward movement in the dollar rate of ex- 
change and restrictive measures adopted by the govern- 
ment may arrest this abnormal expansion of imports. 


In the case of Ecuador, the increase was due to a special 
cause. Imports were ordered in advance to escape the 
effects of a new customs tariff, to be applied on 1 January 
1954. Consequently, it is probable that imports will show 
a reduction from the 1953 level. 


It is clear that in Colombia a substantial proportion of 
the higher proceeds derived from coffee exports have been 
used for the purchase of consumer and capital goods 
abroad. A similar situation also exists in the coffee produc- 
ing countries of Central America. 


The rest of Latin America is undergoing a period of new 
restrictions on imports, either due to reduced export earn- 
ings or, where such a system has been adopted, a stricter 
control in granting foreign exchange permits. 


In this connexion, the severest restrictions have been 
applied in Argentina where, in 1953, imports represented 
37 per cent and 72 per cent only of the volume in 1948 
and 1952 respectively. Argentina’s imports have been con- 
tracting year by year, excluding 195] when controls were 
slichtly relaxed so that the country should not be left 
unsupplied with raw materials and essential goods against 
an anticipated world shortage. It may be inquired how this 
has been possible without appreciably affecting standards 
of living and the regular operation of industry and trans- 
port. Although Argentina may be considered as one of the 
highly industrialized countries in Latin America and there- 
fore has been able to replace many imported commodi- 
ies by domestic production, this process had led to a sub- 
sequent expansion in raw material, fuel and capital goods 
requirements. Restrictions were tighter in 1953 than in 
previous years, but sacrifices have not been distributed 
uniformly. According to preliminary data, reduced im- 
ports affected capital equipment more than consumer 
zoods, while fuels suffered far less and today account for 
yne-third of all imports. It appears that Argentina has 
eached a point at which substitution is increasingly difh- 
sult; the establishment of new industries continues to re- 
juire a greater provision of equipment and other imports. 
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As noted earlier,’® investments have borne the brunt of the 
austerity policy, and this has been reflected in imports. 
The only import item to show an increase was farm ma- 
chinery, and this expressed the government’s desire to re- 
employ this vital production sector to the full. 


The case of Brazil is similar in some aspects to that of 
Argentina, but demonstrates a reversal of a rising trend 
or a pause in a movement which had perhaps been too 
rapid. Brazilian imports grew at an exceptional rate be- 
tween 1949 and 1951, far in excess of the capacity for 
external payments, through the use of credit, payments 
agreements, and international reserves. In 1952 a decline 
in foreign purchases occurred (7 per cent under the pre- 
vious year), while a substantial reduction of 30 per cent 
took place in 1953, causing imports to reach the level of 
1947-49, As in Argentina, restrictions have affected in- 
vestment, since there was a tendency to give priority to in- 
dustrial output and consumption of imported goods, for 
which substitutes could not be obtained. 


The position of Uruguay is midway between that of 
Argentina and Brazil. Import reductions in 1951 and 1952 
were caused by a smaller capacity for external payments, 
which obliged the authorities to adopt a less liberal policy 
in granting import permits. But—as occurred in Brazil—the 
restrictions came into force two years after heavy imports, 
caused by the desire to establish reserve stocks as a buffer 
against future scarcity or supply difficulties. Since these 
supplies are exhausted, it is probable that strong pressure 
to increase imports will again be felt in 1953, particularly 
in the light of the improvement in placing accumulated 
wool surpluses from two annual clips. 


Chile has followed an import policy of periodically 
adjusting the foreign exchange budget to the proceeds of 
its basic exports, copper and nitrate. The terms of trade 
were favourable from 1950 to mid-1953. Imports reached 
a peak in 1952, but, during 1953, difficulties in placing cop- 
per exports necessitated a reduction in purchases abroad 
and the import quantum thus contracted by 5 per cent. 


Imports into Mexico, after attaining in 1951 a quantum 
never previously recorded, began to decline slightly in 
1952 and in 1953 showed a 7 per cent decrease on the 1951 
figure. In 1952 and especially in 1953, in the development 
of economic activity suffered from much less favourable 
conditions and the decline in earnings affected the volume 
of foreign purchases. At the opportune moment, the gov- 
ernment established restrictions for some imports such as 
shoes, iron bars and so on, to protect domestic industry. 
Another factor was the smaller domestic demand for im- 
ported wheat, owing to the good Mexican harvest. The 
decline in imports would have been more pronounced if 
there had not been higher fuel imports in areas bordering 
the United States, these requirements normally being met 
by domestic output. 


Venezuela has steadily maintained a favourable trade 
balance, and during 1953 imported almost the same quan- 
tum as in 1952. The latter year had already shown a higher 
level than 1951 or 1950. 


Cuba is another country without foreign exchange prob- 
lems. Imports declined by approximately 5 per cent in 
1953 but this appears to reflect a fall in domestic activity. 


16 See the section on Argentina in chapter I of part I. 
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Chart XXXVII 


QUANTUM OF IMPORTS 
Millions of dollars at 1948 prices 
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2. Changes in the source of Latin America’s imports 


The reversal of the upward movement in Latin America’s 
imports since 1952—the decline becoming more marked 
in 1953—gives particular interest to an analysis of the 
degree to which the supplying countries were affected. 
The phenomena of competition which have reappeared are 
considered elsewhere, as well as the measures adopted by 
exporting countries to expand or maintain their position in 
Latin-American markets, It suffices here to review the shift 
in the sources of supply from the available current statis- 
tics, using as a basis official figures of the countries trading 
with Latin America. 
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The United States is still the principal supplier. Latin- 
American imports from this country decreased between 
1952 and 1953, about 20 per cent at current values and 
somewhat less perhaps in volume. This was because the 
prices declined for manufactured goods, which are the 
major factor in such purchases. Imports have almost re- 
turned to the pre-Korean level. Purchases in 1951 and 
1952, which were 1,000 million dollars above previous 
annual averages, appear to have been favoured by two 
factors. These were the efforts to build up reserve stocks 
against an eventual scarcity (which did not in fact mate- 
rialize) and, secondly, the advantages derived from tem- 
porarily favourable terms of trade. 
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Table 59. Latin America: Quantum of imports? 


pete 1948-50’ 1951 1952 1953¢ 
(millions of dollars)4 Pgeatianes of 

Argentina Le eee 1,227.5 1,188.8 845.0 580.0 —31.4 
oliviana! ders. agitlottrash 78.1 93.6 96.2 64.4 —33.1 
eT ON EE EE 1,226.1 2,042.2 1,901.0 1,324.9 ~30.3 
Gillectee ndack eaatuace, 283.1 316.6 337.7 "085.2 ewin.s 
Colombia... .. ee ates 348.7 400.1 425.0 461.1 8.5 
Costs Rica 49.2 60.4 74.5 78.8 5.8 
Bubs oft. wadl. on mice 592.1 739.5 687.0 649.3 AAS 
Dominican Republic........ 62.0 72.4 98.2 104.6 6.5 
Bctudoeties eine, Fess: 58.9 10.7 63.6 84.8 33.3 
Elssalvador.. ico theo, 46.3 63.2 69.8 72.6 4.0 
Guatemala... 0.0.2.2... 74,5 85.0 88.9 95.3 7.2 
Hanan te a 37.2 49.4 56.4 52.9 6.6 
Honduraass.1f 2... <i.4 5, 39.4 48.4, 65.7 63.3 —3.7 
Mexipiias 0 avunsers 2.496, 505.6 728.3 708.5 693.5 =2,1 
Nicaragua eels 2. aie. Leh 29.3 40.0 Dol 49.2 13} 
Panama eee eo Alek, Moet 78.6 89.9 86.6 —3.7 
BLD AR A ey ek ai 208.5 305.5 322.5 323.9 0.4 
Urupu aye re neem a. ceed. 211.9 337.8 224.3 186.0 =a 
Weneztelas. Jos ks,. oust” Moose 721.8 767.9 766.8 —0.1 
Toran 5,913.4 7,442.3 6,975.2 6,023.2 ming 


eee 
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Source: Economic Commission for Latin America, based on official statistics. 


® C.if. value. 

b Average. 

© Preliminary estimates. 
4 At 1948 prices. 


For Europe the situation was somewhat similar, although 
purchases in 1951-52 did not experience such a sharp 
upswing. Estimates based on available data for the first 
nine months of 1953 indicate that Latin-American pur- 
‘chases from Europe as a whole showed a decrease of 15 
per cent. The level reached was also very similar to that 
of 1950, or a value of 1,500 million dollars. The quantum 
of imports was probably somewhat smaller, but 1953 
prices for manufactured goods were some points above 
the pre-Korean level. 


Canada’s exports to Latin America also fell by 30 to 35 
per cent, according to preliminary estimates. In contrast, 
Japan improved its absolute and relative position as a 
supplier of Latin America, an indication of the efforts 
being made by that country to recover its former position 
after the Second World War. (For the respective country 
positions, see the figures in table 60). 


Significant changes have occurred in the import distribu- 
tion of European goods. Some countries—France, Italy, 
Western Germany and Switzerland—have been able to im- 
prove or more or less maintain their position in relation 
to 1952, whilst others—Belgium, the Netherlands, Sweden 
and particularly the United Kingdom—have experienced 
setbacks. From the first place it occupied in 1951, the 
United Kingdom now ranks second to Western Germany, 
a country which has recovered a large proportion of its 
pre-war markets in Latin America. 


The factors causing these changes vary considerably, but 
the most significant appears to have been the provision of 
credit facilities. With prospects of losing ground and faced 
by the slackness of Latin-American demand, several Euro- 
pean countries resorted to a wider use of credit, as well 
as to an extension of the period for payment. 


Table 60. Latin America: Distribution of imports, by source 


CN ee eT SS ee 


1951 1952 1953 1951 1952 19538 
moe (millions of dollars)» (percentages of total) 

Wiraihictel SWRMIEH, Soe omc bu coowocoe 3,638 Boo, 2,850 57.0 54.7 54.8 
iBone sen one dno oe eos OauO 2,905 Lo) 1,500 St) 28.7 28.9 
(Comeghiggs 6 (a aon on Terao aie 197 277 200 Bell 4.5 3.8 
Lon lie, ae as 89 49 100 1.4 0.8 1.9 
Wtherssommcesca camtcis tae waueiacta 361 687 550 Salk Tes} 10.6 
ToraL? 6,380 6,100 5,200 100.0 100.0 100.0 


nn. 
Source: Economic Commission for Latin America, based on official statistics. 
2 Preliminary estimates. 
b F.o.b. values. 


° Comprises other regions and inter-Latin-American trade. ; 
d Obtained by deducting from the c.i.f. total values 15 per cent for freight charges and other 


expenses. 
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Part I. The gross product, foreign trade and the monetary situation 


3. Changes in the composition of imports 


A matter of special interest, particularly from the view- 
point of economic development, is the definition of which 
commodities or group of goods have been most affected 
by the over-all contraction of imports which Latin America 
was obliged to adopt in 1953 to remain within the limits 
of its capacity for payments. Although the decisive factor 
was the loss of external purchasing power in most Latin- 
American countries, in some cases individual decisions 
acted as a natural or spontaneous check, while elsewhere 
the application of a stricter policy of deliberate restric- 
tions was the procedure chosen to reduce foreign pur- 
chases. It cannot be doubted that in both cases there must 
have been a selective criterion or a scale of priorities. It 
is thus advisable to see if the effect of this criterion is 
already apparent in Latin-American imports. 


It is possible to make a preliminary calculation of the 
changes which occurred in 1953, and to compare them with 
previous years. (See table 61.) 


In absolute terms, only in the case of fuels was there a 
continuation of the upward trend of previous years, since 
this is a difficult item to reduce in view of the marked power 
shortage in Latin America. The rise in quantum was only 
1.8 per cent, but even this figure is considerable when 
compared with the substantial declines registered in total 
imports and in the remaining commodity groups. This 
increase was principally due to larger imports of Argen- 
tina, Chile, Mexico and Uruguay and to the maintenance 
of the 1952 levels in other countries. In this way, the rela- 
tive share of fuels in the over-all quantum was 12.5 per 
cent in 1953, as compared with 10.6 per cent in 1952. 


Consumer goods were affected least by the drop in the 


over-all quantum, registering a decline of 9.6 per cent. 
This was due in part to increased imports of this commod- 


‘ity group by Colombia, Ecuador, Venezuela and the Cen- 


tral American countries, although these increments were 
not large enough to offset the marked downward trend 
of other countries, such as Argentina, Brazil and Chile. 
The fact that the decline was less than that of the total - 
quantum caused the relative share of consumer goods in 
aggregate imports to rise from 36.5 per cent in 1952 to 
38.2 per cent in 1953. 


Of greater importance than the decline in consumer 
goods was that which occurred in the raw material sector, 
which dropped 15.9 per cent in relation to 1952. The most 
substantial decreases as compared with the volume of the 
previous year took place in Argentina (43 per cent), 
Brazil (26 per cent), Chile (14 per cent) and Mexico 
(12 per cent). An exception to this downward trend took 
place in Uruguay and Venezuela, while the remaining 
countries were able to maintain approximately the same 
levels. Nevertheless, there was no significant change in the 
relative importance of raw materials in aggregate Latin- 
American imports (15 per cent). 


Finally, mention should be made of the pronounced 
drop in total Latin-American imports of capital goods, 
which in 1953 declined 21 per cent in relation to the pre- 
vious year. As a result of this, the proportion of these 
to total imports fell from 37.0 to 33.8 per cent, the lowest 
level for the last few years. The most substantial reductions 
took place in Argentina (40 per cent), Bolivia (48 per 
cent) and Uruguay (34 per cent), while slight declines 
were registered for Cuba, Chile and Venezuela. On the 
other hand, there were substantial increases of 29 per 
cent in Colombia, 33 per cent in Ecuador and 26 per cent 
in Peru. 


Table 61. Latin America: Composition of imports 
a a ee ee 


cede ty ere 1948-50 1951 19520 19538 1948-50 1951 19522 19538 
(millions of dollars)» (percentages) 
Consumer goods Eerste. or 2,141.3 2,696.8 2,545.0 2,300.8 36.2 36.2 36.5 38.2 
IRawematerialse s.% ene an 1,039.8 371s Heit Oe 933.6 17.6 18.4 15.9 1525 
Fuels RTT: BURL, duske sheen: 508.5 667.0 739.3 752.9 8.6 9.0 10.6 TRS 
(apital goods. ..anees > a> De223:8 2,706.6 2,080.7 2,035.8 37.6 36.4 37.0 33.8 
Tota, 5,913.4 7,442.2 6,975.1 6,023.1 — — — — 


ee ere 


Source: Economic Commission for Latin America, based on official statistics. 


* Provisional figures. 


> At 1948 prices. 


Chapter IV 


THE MONETARY SITUATION 


I. GENERAL CONSIDERATIONS 


_ The contrast between the monetary situation of the vari- 

us Latin-American countries during 1953 — particularly 
vith regard to the course and development of inflation — 
vas heightened by prevailing world conditions which, al- 
hough preserving the same general tendencies, differed 
omewhat from those of 1952. In some instances the in- 
lationary process reached an acute stage, causing the au- 
horities to adopt plans to contain it and to solve difficulties 
ising in the balance of payments through the increase in 
mports and the falling-off, or stagnation, of exports. How- 
ver, those countries which have not experienced sharp 
nonetary inflation in recent years have, in general, suc- 
eeded in maintaining their position. 


Apart from exceptional cases, there is a very close cor- 
elation in Latin America between variability in the money 
upply and price fluctuations, the latter usually following 
he former. Thus a study of variations in the money supply 
ind their determining factors, whether of an internal or 
xternal nature, is a first step towards analysing the prob- 
em of inflation. 


Without ignoring the features to be observed in the vari- 
us countries and to which reference will be made later, 
in initial classification may be undertaken in which the 
predominant features of each group are emphasized: 


(a) The first group consists of countries which, since 
he war and particularly between 1947-50, have shown a 
rreater rate of inflation through the action of both external 
ind internal factors, and in which the situation of foreign 
xchange reserves became critical owing to the pressure 
f heavy imports in 1951. Influenced by these circum- 
tances, a slight downward trend in the money supply 
ould be noted during 1952, but towards the end of that 
ear and in 1953, expansive forces appeared to gather new 
treneth, except in those few countries where the adoption 
f special measures resulted in a relative stabilization of 
he inflationary process. Throughout the period under re- 
few (1946-53), and to a more marked extent in 1953, 
nternal factors have prevailed. Argentina, Brazil, Bolivia, 
thile, Colombia, Mexico, Paraguay and Peru may be in- 
luded in this group. 


(b) The second group comprises countries which en- 
oyed relative monetary stability during 1947-50 and in 
vhich the creation of the money supply was mainly subject 
» the action of external factors. During 1952 and 1953 
he countries in this group maintained or slightly acceler- 
ted the moderate expansion of their money supply under 
he influence of favourable balances of payment which en- 
bled them to increase their monetary reserves or, when 
nese contracted, through increased bank loans. Costa Rica, 
‘tuba, the Dominican Republic, Ecuador, El] Salvador, 
‘uatemala, Honduras, Nicaragua, Uruguay and Venezuela 
re in this group. 


69 


The above classification is by no means rigid. As stated 
earlier, there are overtones causing differences which are 
at times substantial among the countries within a given 
group. Thus, for instance, Paraguay stands out in the first 
group because of the persistence and growing intensity 
of its inflation, which caused violent price increases. In the 
second group, Guatemala, Honduras, Uruguay and Vene- 
zuela are characterized by marked monetary and price 
stability, while there has been a certain rise in Nicaragua. 
External factors have had less influence in some cases 
(Costa Rica and the Dominican Republic). 


The action of external factors can at once be observed 
from aggregate monetary reserves, whose fluctuations in 
turn determine the creation or absorption of the money 
supply. It is a well-known fact that Latin America is ex- 
tremely sensitive to external factors because its levels of 
income and output are so dependent upon exports and 
imports. In recent years, however, these fluctuations in re- 
serves have not always been closely reflected in the mone- 
tary field; this is evident when it is recalled that a fairly 
uniform expansive trend in the money supply has, at fre- 
quent stages in the process, coincided with an adverse bal- 
ance of payments and a resultant reduction in reserves. 
There are many examples of a greater monetary reserve 
coinciding with a downward trend in the pace of inflation 
and even with pronounced stability in the money supply. 
The explanation lies in the influence of internal factors 
which have, in recent years, played an important role in 
Latin-American economies. 


These internal factors have reacted differently upon the 
various countries of Latin America and the stages of their 
post-war development. In some cases the result has been to 
offset fluctuations in the balance of payments, particularly 
when these gave rise to absorption of the money supply. 
In others the effect has been contributory, that is to say, 
it has worked towards the same end, aggravating or inten- 
sifying the effects of the fluctuations on the money supply. 
Taking Latin America as a whole, there have been good 
examples in recent years of differing behaviour patterns 
of internal forces. Thus the loss of reserves in 1951, due 
to heavy imports, was checked in the internal field by the 
creation of money, which usually involved an intensifica- 
tion of the inflationary process. In 1953, when an improve- 
ment could be noted in the position of international re- 
serves, internal factors in most cases showed a continued 
trend towards increasing the money supply. 


As regards individual countries, in some cases (Mexico, 
Paraguay) the initial impulse was derived from external 
factors; in others (Argentina, Brazil) the internal forces 
reacted somewhat independently of monetary reserves. But 
in both cases internal factors finally predominate; when 
the expansion has acquired some intensity, the forces un- 
leashing the inflationary process tend to perpetuate them- 
selves. If the position of reserves becomes really critical 
or difficulties connected with the state of international ac- 
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counts arise, external factors will once more take effect 
and will influence the direction given to monetary policy. 
This is the position of Peru, where disequilibrium in re- 
serves and depreciation of the sol are putting the liberal 
exchange system to the test. 


Thus it should not be forgotten when discussing the 
predominance of internal factors in the course and develop- 
ment of Latin America’s post-war inflation that the econ- 
omy of these countries fundamentally depends upon their 
foreign trade. In the past, variations in this trade gave rise 
to practically automatic expansions or contractions of 
money in circulation, owing to the.rigidity of the monetary 
systems in force among most of the countries. The greater 
elasticity of the present systems and Governmental deter- 
mination to use monetary and fiscal policy for purposes 
of economic development, full employment or social im- 
provements, do not imply that such variations have ceased 
to have a decisive influence on the success or failure of these 
proposals or on the direction given to monetary events. 
The fact that internal factors have recently tended to in- 
crease the money supply does not prevent either the con- 
sequences of that increase from being reflected in exports 
and imports over the short term in the manner indicated 
above, or the fluctuations from becoming the main cause 
of concern to Governments. This is particularly clear in 
those cases—of which Brazil’s experience provides the best 
example—in which the fluctuations threaten the whole 
economic structure. It is for this reason that stabilizing 
forces should stem, as they have done in some countries, 
from internal factors, through either fiscal measures, credit 
policy or systematic programmes and campaigns for sav- 
ing and investment. 


There is no doubt that it is more interesting to analyse 
the experience of those countries which have undergone or 
are suffering from a high degree of inflation. Although 
the inflationary process has some common characteristics, 
which are due to the similarity in the economies of the 
Latin-American countries or are, as mentioned earlier, in- 
herent in a process of this nature, it also has features giv- 
ing a distinctive character to differing cases. Thus the ex- 
periences of Bolivia, Brazil, Chile or Paraguay, the coun- 
tries with the most critical situations in 1953, are by no 
means identical. 


In Brazil, the process may be described as an inflation 
of investments. In the post-war period investments have 
grown at a rate which at times (1951) can only be de- 
scribed as exceptional. Other factors, such as fiscal deficits, 
the rise in wages, speculative investments and so on, were 
contributory rather than the cause of inflation. The devel- 
opmental crisis in Brazil is most obvious from the foreign 
accounts, with their inevitable repercussions upon the do- 
mestic economy. furthermore, investments were apparently 
not financed in their entirety from voluntary savings, but 
through bank credits. Investments in the public sector were 
made at the cost of fiscal deficits and were likewise cov- 
ered through bank loans or direct currency issues. 


Conversely, investments have played no important part 
in the course and development of inflation in Bolivia, Chile 
and Paraguay. There the most decisive factors were public 
finances and increases in nominal wages which sometimes 
led to an improvement in real wages, but which usually, 
over the whole period, did no more than enable the workers’ 
purchasing power to be maintained. The source of the funds 
from which such increases were met, as well as bank financ- 
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ing of the fiscal deficit, led to a price and wage spiral ag: 
gravated by stationary domestic production and difficulties 
in maintaining the required level of imports. In the case 
of Bolivia, these difficulties could most clearly be observed 
in the deterioration of the terms of trade due to the fall in 
the price of tin, the principal export product. Chile, by 
contrast, has maintained the terms of trade at a high level 
by refusing to sell copper at world prices, which has re- 
sulted in a pronounced deficit in the foreign exchange 
budget. 


Argentina may be considered as an intermediate case. 
The initial stimulus to the inflation arose from increases 
in wages and in social benefits for workers. To these was 
added a process of industrialization which—together with 
increases in wages and social benefits—was made possible 
by a liberal credit policy and certain favourable foreign 
events. Once these latter changed and the price-wage spiral 
broke loose, inflation was able to proceed through the use 
of accumulated monetary reserves and of credit. But with 
an intensification of the inflation—largely due to crop fail- 
ures—the situation became critical because reserves were 
already greatly depleted. 


In Mexico the progress of inflation was aided by several 
combined or alternating factors: the balance of payments, 
which in 1949 and 1950 had been extremely favourable; a 
high and growing investment rate, a high proportion of 
which originated in the public sector; substantial credit 
expansion; a much less substantial growth of income; and, 
in general, a disequilibrium between the rise in the money 
supply and the increase in available goods, which, to- 
gether with the influence of the 1949 devaluation of the 
peso, resulted in prices 54 per cent higher in 1951 than 
in 1948. There was a very moderate decline in the inflation 
during 1952, which extended into 1953. Mexico’s economic 
development since the war has been intense, as judged by 
the rate of capital formation. 


The Central American republics represent a group of 
economies which have neither experienced inflation nor 
have developed to any great extent, with the single and rela- 
tive exception of El Salvador. These countries increased 
their international reserves through a rise in their export 
quantum, an improvement in the terms of trade, and the 
incomplete use of their capacity to import. Total reserves 
for this area rose from 118 million dollars in 1948 to 212 
million in August 1953. The rise in export commodity pro- 
ceeds, apart from having a direct influence on general price 
levels, also extended to domestic consumer goods through 
higher income. This immediately benefited exporters, but 
later spread to the rest of the economy through a general 
rise in demand. Hence the upsurge in prices. An important 
part in moderating this upward movement and preventing 
it from eventually developing into infllation—except in 
Nicaragua and El] Salvador, where the rise was higher— 
appears to have been played by the increase in savings. 
which exceeded domestic investment, by budget surpluses 
and, in general, by a monetary policy along orthodox lines. 


Latin America’s post-war experience illustrates both the 
continued influence of external factors on its economies 
and the effects which a policy of mere monetary expansion 
may have in promoting development. 


At some stages there is a coincidence between inflation 
and development in some countries, such as Argentina. 
Brazil and Mexico. This coincidence does not, however. 
warrant the establishment of any relationship of cause anc 
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effect between the two events, or any assumption that de- 
velopment must necessarily be accompanied by inflation 


or that development with inflation provides a firm basis for 
economic growth. 


It is true that an upward movement of investments does 
initially provoke an increase in the money supply and a 
rise In prices; it is equally clear that, as a primary incen- 
tive, some credit expansion is required. But it does not nec- 
essarily follow that monetary expedients alone will permit 
an unhindered advance along this road. The promotion of 
development and the preservation of the growth already 
achieved are linked to other basic assumptions: the exist- 
ence of a high capacity to import, permitting the purchase 
of capital goods; a reasonable formation of domestic sav- 
ings or an inflow of foreign capital to supplement a lack 
of savings; a tax system likely to foster and channel in- 
vestments, and efficient handling of public finances; a 
prudent and moderate social policy; equilibrium in the 
various branches of economic activity; and so forth. In 
other words, the requirement is a combination of factors 
favourable to economic development under conditions of 
monetary stability. 


There are very powerful obstacles in Latin America to 
such harmonious and balanced development. This is so, 
first and foremost because expansion has largely arisen 
from the influence of favourable external factors which, 
as the facts tend to show, are of a transitory rather than a 
permanent nature. Consequently, when the terms of trade 
deteriorate or fail to improve, or when the quantum of 
exports is prejudiced by natural or other causes, tensions 
arise such as those currently affecting several countries 
in the region. Where no intensive substitution process has 
been undertaken, or no reinforcements of foreign capital 
are available, the falling-off in the capacity to import seri- 
ously affects the supply of the industries processing im- 
ported raw materials, or impedes the replacement of essen- 
tial equipment and machinery. 


Conversely, savings have not reached the required pro- 
portions or else have been directed towards investments 
of a speculative nature. Domestic saving has acquired some 
importance in the Central American republics, but these 
are the very countries where there has been little develop- 
ment and no inflation. In many countries the lack, or poor 
control, of savings is partly due to the absence of organized 
stock markets and partly to the insecurity created by in- 
flation. 


The fiscal structure is normally regressive and character- 
ized by the prevalence of indirect taxation. Public expendi- 
ture has, in turn, been increasing at the same pace as in- 
flation and the rise in prices. While this may appear to 
be a logical process, enabling the Government share in the 
sross national product to remain constant, it becomes less 
logical when it is observed that public expenditure has a 
singular inflationary power. As a result of higher Gov- 
ernment spending, a type of “budget-inflation” spiral is 
engendered which offsets the effect of restrictive measures. 
In fact, the rise in public expenditure is usually greater 
than the increment in the national product and tends to be 
accompanied by deficits which are generally financed by 
bank credit rather than by public savings. 


From the angle of social policy, once again events have 
not been propitious for containing inflation. In some cases, 
as noted earlier, monetary expansion originated in wage 
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increases; in others, wage increases had to be granted to 
meet the rise in the cost of living. Throughout the period 
1946-53, real wages were subject to a variability which, 
on an average, gave them some stability. From this stand- 
point, the price-wage spiral only results, for the wage- 
earning class, in offsetting the consequences of the income 
redistribution in favour of the classes receiving profits 
which is normally produced by inflation. If this is so, and 
since an inflation of costs is based on a rise in nominal 
wages, any attempt to check it by stabilizing wages without 
achieving a simultaneous stabilization of prices meets pow- 


erful obstacles, or at least has to pay an extremely high 
social cost. 


Inflation directed towards raising investments—when the 
availability of idle factors is insufficient or when optimistic 
or speculative prospects are roused in certain quarters— 
often provokes a transfer of resources towards some activi- 
ties to the detriment of others. If, as is often the case, the 
latter activities are those upon which the capacity to import 
is fundamentally based, a dislocation occurs which soon re- 
sults in disequilibrium in the balance of payments and in 
supply difficulties. This situation has occurred in some 
countries in which an industrialization policy deprived 
primary activities of incentives and resources. To some ex- 
tent, a similar process of absorbing surplus or low produc- 
tivity resources, particularly of labour, by other activities 
with a higher productivity must take place if the countries 
concerned are to develop. But any exaggeration in the size 
or type of the investments may cause the consequences 
noted above. 


In the various Latin-American countries with experience 
of inflation there have been several combinations in the 
action of such factors, which have led to critical situations 
in the last two years. Brazil is an extreme example of such 
results. It should thus be stressed that the fact that it was 
possible to promote development and inflation jointly was 
due to a combination of favourable and circumstantial fac- 
tors entirely independent of inflation itself. Such favour- 
able factors include an improvement in the terms of trade, 
greater exports and foreign investment in certain basic 
sectors, supported by official action either through invest- 
ment, through the incentive of exchange rates, or through 
a selective credit policy. Furthermore, when such elements 
cease to function or change their direction the way is clear 
for inflationary forces and their sequel of social and 
economic upheavals. If, as in countries with an inflation 
but no development, these factors are absent and inflation- 
ary forces have operated alone, the crisis is more serious 
and becomes chronic; it provides the best illustration of 
the thesis that inflation is not capable of promoting develop- 
ment. Moreover, such countries attempt the more logical 
process of combating inflation by fostering development. 


During the last two years, but particularly in 1953, 
there has been a healthy reaction against inflationary 
trends, resulting either in the formulation of plans, in 
fairly organic, isolated measures, or at least in the state- 
ment of firm objectives. 


Fundamentally, such plans and objectives coincide at 
many points, even at times in their contradictions and re- 
sults. They include balanced budgets, price freezing, modi- 
fication of the exchange system, credit restriction and selec- 
tion, adjustment of wages and salaries, stimulation of pro- 
duction, import restrictions, and so on. Conversely, all such 
measures show concern for improved co-ordination be- 
tween monetary and fiscal policies. 
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Without entering into details that will appear at a later 
stage, it should be noted that Latin America has recently 
shown greater confidence in the possibilities of monetary 
policy. Differing expedients have been adopted in differ- 
ent countries: some adopted the traditional expedient of 
varying the cash ratio of banks (Bolivia, Colombia, Mex- 
ico, Peru) ; others tried open market operations (Mexico ) 
or quantitative credit restriction through limits or ceilings 
(Chile, Costa Rica, Paraguay) ; a further example—when 
monetary legislation so permits—was the direct regulation 
of loans (Argentina). In this last case, by virtue of the 
nationalization of bank deposits decreed some years ago, 
the credit prospects of Argentina’s banking system are al- 
most exclusively subject to re-discounts granted by the 


Central Bank. 


In contrast, little use has been made of the method of 
varying the interest rate. The demand for credit has nor- 
mally been intensified by inflation, and prevailing bank 
rates in most countries are fairly high, but not in relation 
to what the public is willing to pay or the rates they would 
have to pay for private loans. It may thus be assumed that 
a rise in the bank rate would not be an efficient restrictive 
measure. 


The fairly modest curb on bank credit has at times pro- 
voked currency shortages owing to the requirements of a 
demand which continues to be stimulated, if not actually 
urged, by motives of liquidity or by unrestricted high costs. 
This was the case of Paraguay in mid-1953. In Chile, the 
decision to place a maximum limit on the rate of increase 
in bank loans was abandoned for the same reasons. A 
sharp contraction in the currency in circulation may give 
rise to dangerous depressive tendencies. In Mexico, where 
restriction of the money supply has operated in the sector 
of official investments, which represent a high proportion 
of the total, there has been a falling-off in all indices of 
economic activity. 


Proposals for financial austerity and balanced budgets 
are general throughout the countries attempting to arrest 
inflation, but in most cases they have been only partially 
fulfilled. The need to adjust expenditure to the high level 
of administrative costs and to compensate civil servants 
and government employees for the rise in the cost of liv- 
ing compels the first step in the economy plan to be an 
increase in the budgetary figures to levels above those al- 
ready prevailing. This was the policy followed in Chile 
and Paraguay. 


These contradictions are even more evident in the field 
of prices and wages. While the first are frozen, the second 
are adjusted by authorizing new increases to correct an 
existing disequilibrium or to avoid an imbalance caused 
by other measures included in the plan. In Bolivia and 
Chile, for instance, the modification of the exchange rates, 
which tended to raise the prices of several essential im- 
ported commodities, was accompanied by a general in- 
crease in wages. 


Balance-of-payments problems caused devaluation in 
some countries through necessitating either an increase of 
exports of a reduction of imports. The best-known and 
most energetic such devaluation took place in Brazil, where 
the auction system established in October 1953, in addi- 
tion to bringing about devaluation, gave scope for the intro- 
duction of multiple exchange rates additional to those al- 
ready in existence and constituting a contributory factor to 
the rise in prices. 


It should be noted that the simultaneous freezing o 
prices and wages in Argentina succeeded in arresting th 
rise in the cost of living, at least temporarily. 


The difficulties encountered by the Latin-American coun- 
tries in developing their economies without inflation and 
without a disequilibrium in their balance of payments, 
or in curbing the inflationary process, have led several 
of them to realize that the assistance of foreign capital is 
at present essential to supplement the shortage of domestic 
savings and to increase investment possibilities, particu- 
larly if the latter cannot be achieved without basic supplies 
from abroad. Moreover, this type of investment is aimed 
both at saving foreign exchange, if applied to the substitu- 
tion of imported goods, and at an increase in the capacity 
to import, if directed towards the production of export 
goods. With these objectives in view, Argentina, Brazil and 
Chile enacted in 1953 legislation to encourage and protect 
an inflow of foreign capital. This is in addition to plans 
and projects which exist in many countries, and some of 
which are already in operation, to foster the contribution 
of foreign capital to specific industries or other activities 
through specific contracts or agreements. The legislation 
in Argentina and Chile particularly refers to facilities for 
the remittance of profits and for capital re-exports, and to 
guarantees against expropriation of investments. 


This brief review of recent outstanding monetary events 
in Latin America is primarily designed to underline the 
obstacles which some countries must overcome in order 
to attain monetary stability after a period of sharp infla- 
tion. It also serves to stress the undeniable fact that, 
broadly speaking, only a very slight reduction in the vul- 
nerability of their economies to external factors has been 
achieved. 


If experience as rich as that of these countries could be 
condensed into a few fundamental points, the following 
would have to be included: 


(a) Fiscal policy has decisively influenced the course 
of inflation, both through the high proportion of public 
expenditure within the total income and through the regu- 
attempts of governments to solve them. 


(b) The increase in the gross product, largely caused by 
an improvement in the terms of trade and the greater 
volume of exports, has been translated not only into an 
increase in the demand for and consumption of domestic 
goods, but also into a disproportionate rise in imports. 
The change in these factors and the persistent import de- 
mand have brought about serious disequilibria and ex- 
change difficulties. 


(c) The redistribution of income which is normally 
caused by inflation has favoured consumption by the 
classes benefiting thereby, and speculative investment, to 
a greater degree than basic economic activities; 


(d) Bank credit has been almost without restriction to 
increase investments and costs, as well as to meet the de- 
mands of the public sector; 


(e) The upward movement in the cost of living neces- 
sitated continued wage increases, which have resulted in 
only a sporadic improvement of real wages. The social 
problem that would arise from freezing wages without 
arresting the rise in prices is one of the gravest obstacles 
to any anti-inflationary policy; 


( f) Financial austerity programmes and restrictions on 
credit and imports have engendered depressive tendencies ; 
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(g) The countries which have experienced the sharpest 
legree of inflation and those which have experienced none 
at all show the least development. 


It would be unwise to draw specific conclusions from 
hese facts, particularly concerning the relationship be- 
ween inflation and development. No definite statement can 
9 made as to the value of the individual plans for con- 
aining inflation and for fostering development, nor as 
regards the success achieved arresting inflation, which to 
Jate can be considered only as precarious. It may be said, 
nowever, that this experience provides eloquent examples 
of the risks and the social or economic upheavals tradi- 
tionally attributed to inflation. 


II. EVOLUTION OF THE MONETARY SITUATION BY 
COUNTRIES 


The previous section comprised a summary of the mone- 
fary situation in Latin America enabling the broad out- 
lines of such events in this sector of the economy to be 
discerned. The following pages are devoted to a country- 
by-country analysis of the monetary situation. The aim of 
this section is to detach specific events from the previous 
brief review and to indicate in summarized form both the 
main problems confronting individual Republics and the 
attempts of governments to solve them. 


1. Argentina 


The outstanding features of Argentina’s monetary situa- 
tion in 1953 were the pause in the inflationary process and 


the recovery of international monetary reserves due to the 


increase in exports achieved through recent excellent har- 
vests. 


The losses in reserves, caused by the adverse balance 
of payments in 1951-52, were the culmination of a process 
which had been in continuous operation since 1947, with 
the single exception of 1950, when the balance of payments 
was favourable. Almost throughout the post-war period 
the absorption of the money supply which these circum- 
stances involved was fully offset by the bank loans placed 
at the disposal of an expansionist policy. The heavy deficits 
of 1947 and 1948 largely originated in the repatriation of 
the foreign debt and the nationalization of public services. 
This led to a situation similar to that of 1951-52, when the 
deficit was due to substantial imports, stimulated as a pre- 
caution against possible future shortages, and to consider- 
ably reduced exports. But in 1947-48, although the expand- 
ing pressure of bank credit was arrested, the money supply 
continued to increase and the inflation recovered and even 
accelerated its pace in 1950 through the combined action 
of external and internal factors. Conversely, during the first 
half of 1952 restrictions were more severe and the inten- 
tion of the authorities to curb inflation became more ob- 
vious. This policy has been somewhat relaxed since the 
achievement of a reduction in imports and the remarkable 
subsequent recovery of the export trade mentioned earlier. 
In the first nine months of 1953, there was, owing to pres- 
sure from external and internal factors, a far greater in- 
crease in the money supply than that registered during the 
same period of 1952. (See table 62 and chart XXXVIII.) 
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Table 62. Argentina: Sources of money supply 


(Millions of pesos) 


Internal factors Net variation Aggregate 
External : Money supply in money money 
Years and quarters aie ee aay? — oe ie ce (-) supply supply 
T9OAG 2 .s<setonirrcevere a 354 3,830 1,683 2,147 —1,619 2,565 10,368 
TL QATs orsmn the sone cpewe reins eeu —1,184 5,385 2,704 2,681 —1,008 3,193 13,560 
OAS eee aot totes Oka catiorsy — 638 6,800 3,395 3,405 —2,265 3,897 17,475 
HOA Beenie setae cero — 446 5,596 2,866 2,730 —1,226 3,924 21,398 
TOS OME Sewie sere tere os sinha ieee 5,087 472 4,615 —1,951 4,907 26,305 e 
EQS LSA Girt ce cceeaas ee — 433 7,930 1,024 6,906 —1,921 5,576 31,881 i 
1952: 
Teens. Re tees is ees — 734 1,395 348 1,047 — 440 221 32,102 
TB otp sro custo boosts Sant —1,606 3,301 413 2,888 — 753 942 32,823 ; 
LU eae eee ee. —2,370 5,199 993 4,206 —1,112 1,718 33,599 q 
1D ens Sc tees OO Pe ae —2,383 CANE pe yy 6,820 —1,653 3,936 35,817 
1953: ¢ 
PERE reccters wrens, etevenete 714 3,643 3,794 -—151 — 589 3,030 38,847 ‘ 
LT a OS AS 1,393 5,101 4,392 709 —1,012 4,744 40,561 ; 
LT sare ss See: 1,929 6,843 4,556 2,287 —2,855 5,917 41,734 
TV 8 2rd seenee cacy, 4. eer 2123 7,308 4,486 2,821 —3,535 5,896 41,713 fc 


Sources: Banco Central, Memoria Anual, and Ministerio 
de Asuntos Técnicos, Sintesis Estadistica Mensual de la 
Republica Argentina. 


General notes: 

(A) Variation in reserves of gold and foreign exchange 
held by the banking system. 

(B) The sum of cols. (C) and (D). 

(C) Variation in the loans granted to the government 
and official bodies by the banking system. 

(D) Variation in loans granted to the private sector 
by the banking system. 


There is a contrast between the steady rate of increase 
in the money supply between 1946 and 1952 and the con- 
tinuous loss—except only, as already noted, in 1950—of 
monetary reserves. The figures for the aggregate money 
in circulation demonstrate a degree of expansion which is 
among the highest in Latin America during the period 
under review. On the other hand, a glance at simultaneous 
developments in the cost of living and in wages will bring 
to light the magnitude of the inflationary process. (See 


table 63.) 


The expansion of the money supply in Argentina is 
often described as an inflation of costs. However, this is 
not strictly accurate for the whole post-war period, and 
it may be more correct to speak of it as a combination of 
two types of inflation, firstly of costs and secondly of in- 
vestments. It began as an inflation of costs owing to the 
general rise in wages and social benefits granted to work- 
ers. There followed a clearly defined policy of industriali- 
zation and of investment, both public and private, aided 
by the banking system. There is no doubt that, among the 
immediate consequences, the inflation of investments pre- 
dominated, and this, favoured by propitious circumstances 
abroad, especially the terms of trade, permitted of a con- 
siderable increase in the gross product up to 1948, During 
the years 1946-48, prices and wages spiralled, but the rise 
in the gross product caused an increase in real wages, to 
which the redistribution of wealth characteristic of any 
inflationary process largely contributed. 


(E) Variation in all accounts causing absorption of the 
money supply, such as savings and time deposits, capital 
reserves, profits, etc., of the banks. 

(F) Variation in col. (G). 


(G) Includes government deposits. 
The above notes refer to all tables dealing with sources of 


money supply for the individual countries studied in this 
chapter. 


* Comprises exports on a credit basis. 
b October. 


Table 63. Argentina: Indices of money supply, 


cost of living and wages 


(1948 = 100) 
Years and quarters Money Cost of eas: 
supply livings Nominal> Reale 
ie) ae ee, ae 59.3 77.9 54.5 70.0 
LOAN et Sates, «Seton 11.6 88.4 69.7 78.8 
LAY Peer © 100.0 100.0 100.0 100.0 
Oe No aera Sie 5 122.4 130.0 124.6 95.8 
LOSO2 cee. See 150.5 164.6 152.7 92.8 
TOSI Ay eee 182.4 224.9 182.1 81.0 
1952: 
aes TSSs7 289.0 198.0 68.5 
LR eee 187.8 319.2 243.7 76.3 
TH 2.2 eee 92°53 314.6 243.7 77.5 
Vines Tle. 205.0 325.3 243.7 74.9 
1953: 
| Re RE ek ke ao 334.1 243.7 72.9 
[os iene 232.1 321.4 243.7 75.8 
U1 Se ree 238.8 321.2 243.7 75.9 
LVS. eee 238.7 318.4 243.7 76.5 


SSS 

Source: Ministerio de Asuntos Técnicos, Sintesis Estadistica Men- 
sual de la Republica Argentina. 

® For the federal capital. 

» For industrial workers in the federal capital, 

* The series were obtained by deflating the nominal wages series 
by the cost of living index. . 

4 October. 
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The modification of the external factors altered the situa- 
on in 1949. Exports suffered from the united effects of 
ie decline in agricultural production, of high costs, and 
f the deterioration in the terms of trade. Real earnings 
oll and the inflationary spiral of prices and wages became 
lore acute. There was also a drop in productivity per 
mployed worker, and the gross product declined in 
951-52. Nevertheless, in 1951 and 1952 the intensive use 
f reserves and credits from bilateral trade agreements 


1ade an import surplus possible and enabled consumption 
2vels to be maintained. 


The contrast between the periods 1946-48 and 1949-52 
annot be attributed solely to the inflation of costs, which 
nally prevailed over that of investments. Unfavourable 
xternal factors combined with natural causes to preju- 
ice the export trade. There was, in addition, the effect of 
adustrial expansion which impaired primary activities. 
jut it is evident that inflation did weaken the basis of 
\rgentina’s economy, placing it—as events were subse- 
uently to show, and despite the progress achieved—in a 
osition of extreme vulnerability to external factors. The 
ntervention of such phenomena helped to endow the 
rowth of money supply with features typical of an in- 
ation of costs. 


The austerity programme launched by the Government 
n 1952, accompanied by a restriction of bank credit, might 
e cited as an example of the sacrifice the economy has 
9 shoulder when the attempt is made to impose too ener- 
etic a control on inflation. Industrial production declined 
nd the national product developed a downward trend 
yhich reduced it to a very low level. In some spheres of 
ctivity the decrease in sales placed many entrepreneurs in 
critical situation and increased the number of bankrupt- 
ies. There thus appeared a phenomenon typical of certain 
tages in the inflationary process. This was the decapitali- 
ation of private companies and their lack of liquidity, 
yhich prevented them from meeting replacement costs and 
jaying rising wages. The result, for the average of 1952, 
ras a halt in price increases and a general slackening of 
he pace of inflation. Indeed, the cost-of-living index, 
hich had been 319.2 in the second quarter of that year, 
eclined to 314.6 in the third, while the money supply 
howed only a very moderate increase between these pe- 
iods. Towards the end of the year, however, there were 
igns of an increase in the money supply. This tendency 
yas due to a combination of the desire to put an end to 
he depressive tension on the one hand and, on the other, 
he prospects offered by good harvests and by the invest- 
nents envisaged in the Government’s Second Five-Year 
‘lan. These events were accompanied by further rises in 
ices, but not in wages. 


A process similar in some of its aspects was repeated 
2 1953. The cost-of-living index in the first quarter rose 
) 334.1, while wages remained stabilized. The effects on 
he working class—whose real wages suffered a further 
eduction at a time when it was felt that private companies 
ould not meet any new increase—obliged the Government 
» adopt energetic measures. These were designed to con- 
rol any rise in prices, to ensure that official levels were 
bserved, and to frustrate any speculation which might 
inder normal supplies to the public. In this way the cost- 
f-living index was reduced to 321.4 during the second 
uarter and to 319.4 in October. In addition, various fac- 
srs combined to prolong the depressive trends of the 
revious year. 
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Credit restriction for the private sector was more severe. 
As a consequence, during the first half of 1953 the money 
supply created from domestic sources yielded only 709 
million pesos as against 2,888 millions during the same 
period in 1952. Adversely affected by reduced imports, 
which diminished the supply of raw materials and the re- 
placement of equipment, and also by the decrease in de- 
mand, industry operated at a low level of capacity which 
in some cases declined to 50 per cent. Unemployment was 
not high, partly owing to the reduction in working hours. 
The Government did not abandon its policy of restricting 
public works, and the launching of the Second Five-Year 
Plan was postponed until 1954. All these phenomena had 
repercussions on fiscal income, which decreased. It was not, 
therefore, remarkable that the increase in the money sup- 
ply recorded during the first months of 1953 mainly cor- 
responded to the public sector. 


The improvement in the balance of payments, the stabili- 
zation of the cost-of-living index, and the need to provide 
a fresh impulse to Argentina’s economy induced the au- 
thorities to relax credit restrictions, the adoption of a more 
liberal policy in this respect being announced by the Minis- 
try of Finance. Early in September, the Central Bank issued 
instructions to commercial banks to the effect that the dif- 
ferential rates of interest, which hitherto had always been 
higher for small loans, should be eliminated when credit 
was granted ; that commissions should be suppressed so that 
the entire loan cost might be included in the rate of inter- 
est; that credit should be available to finance instalment 
sales of other than luxury articles; that the capital used 
by private firms for useful activities should be taken into 
consideration without requiring a special property state- 
ment from the partners when they did not guarantee the 
operation; and, finally, that reasons for refusing credit 
should in every case be clearly stated. 


It may be said that public finances have contributed 
in a high degree to the progress of inflation. This fact is 
already evident when it is seen that, from 1947 to 1949, 
the money supply from domestic sources originated more 
in the public than in the private sector, largely through 
the financing of crop harvests. In 1953 the increase in the 
money supply was almost exclusively due to the public 
sector. (See table 64.) Nevertheless, the taxation system 
relied largely upon domestic taxation on consumption, not- 
withstanding the increase of revenue accruing from income 
tax during recent years. 


Fiscal resources represent a growing proportion of the 
national product. Although this percentage is apparently 
small, the aggregate public expenditure, including that of 
the provincial and municipal authorities, has of recent 
years reached about 25 per cent of the national product. 


Nevertheless, the deficit in the federal budget has been 
constant. It has been necessary to cover it by loans, as may 
be seen from the growth of the domestic national debt in 
step with Government investments. The inflationary effects 
have not been very marked, however, because State bonds 
were mainly in the hands of social security institutions— 
thus attracting savings from the community—and were, 
to a lesser degree, held by the banks. Like all scrip with 
a fixed yield in periods of inflation, Argentina State bonds, 
which traditionally relied upon a stable domestic market, 
are now difficult to place with a public that prefers more 
substantial investments or seeks to take advantage of the 
prevailing high interest rates on private loans. 
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Table 64. Argentina: Fiscal revenue* and the public debt 


(Millions of pesos) 
en 


ve I ied none avail |witeieenen 
domesti t axation on nterna 
ott resoures ee: tare Ua ae TR ones Bear 
19439)..024.. 48, MRR 4,094.4 1,066.2 816.5 12,940.0 10.8 
LOAD S39 9R. LIE SES 5,613.4 1205s 879.9 15,194.5 12.4 
LOSO scatter atte seikes 7,577.8 1,896.3 1,142.2 18,096.0 14.1 
195 ligt. wae 6 toepe dees 11,012.9 2,911.5 PAGE aff 21,454.0 V5sL 
SVE eee rere ciere, oak 12,214.6> 3,803.8> 2,444.1» 26,104.3 13.8 | 
RO SUALS Wat lore 7 ceaiee erc 9,641.4 3,308.2 1,837.0 a or 
LO FC ewe eset ics poet 9,244.8 ayaa 1,770.9 b (3 2 
Se ee ee y 


Sources: Cols. (A), (B) and (C): Ministerio 
de Asuntos Técnicos, Sintesis Estadistica Men- 
sual de la Reptiblica Argentina. 


Col. (D): Review of the River Plate, 19 Febru- 
ary 1954, pp. 16-17, with data from Cuenta de 
Inversién, 1948-52. 


Col. (E): Based on unpublished information 


In brief, the outstanding characteristics of Argentina’s 
monetary situation in 1953 are as follows: a policy of 
credit restriction on private enterprise linked to the aim 
of discontinuing the encouragement of industrialization by 
inflationary methods; balancing and stabilitization of 
prices and wages through freezing both; an improvement 
in the balance of payments and the recovery of foreign 
reserves through increased exports and the maintenance of 
import controls; a rise in the money supply under the 
influence of the imbalance in public finance, particularly 
owing to the fall in taxation revenues, and accompanied 
by the objective of reducing public expenditure. The Gov- 
ernment has expressed its intention to continue its present 
policy and to avoid any repetition of the disequilibrium. 


The necessity of encouraging economic development 
with the aid of resources which cannot be provided by 
savings alone, prompted the enactment of Law No. 14,222, 
of August 1953, concerning foreign investments. Capital 
—whether in the form of foreign exchange, machinery, 
equipment, or other capital goods—entering the country 
for the purpose of investment in industry or mining enjoys 
the benefits of this legislation. Among other requirements, 
it must assist activities contributing to the implementation 
of economic development plans drawn up by the Govern- 
ment and must also lead, directly or indirectly, to the 
acquisition or saving of foreign exchange. This capital 
enjoys, if duly registered, and subject to prior official ap- 
proval of the investment, the same treatment as domestic 
capital. After two years, investors have the right to trans- 
fer to the country of origin both profits up to 8 per cent 
of the registered capital and capitalized profits; after ten 
years the capital can be repatriated in annual amounts of 
from 10 to 20 per cent, according to the terms of the orig- 
inal authorization. If the activity in question is declared 
by the Government to be “of national interest”, foreign 
investments may benefit from the advantages granted to 
Argentine industrial enterprises in the form of tariff pro- 
tection, import quotas or output subsidies. 


As regards prices and wages, the Government has made 
specific statements with the purpose of avoiding the re- 
appearance of inflation through wage increases which do 


on the gross product furnished by the central 
bank. 

* Sums collected by the Federal Government, 
which include provincial participation in some 
taxes but not other resources of the provincial 
or municipal authorities. 

» Provisional. 

¢ First nine months. 


mee com Sh BS 


i 
: 
- 


not correspond to a correlative increment in production 
and the available goods.* 


Expression has been given to the intention to maintain 
the surplus achieved in foreign accounts “by giving effect 
to a realistic and practical policy in trade relations with 
the rest of the world”, and it is hoped that “the provision 
of foreign capital under the conditions of and as regulated 
by the law will also have a favourable influence upon the 
balance of payments”. Exchange controls remain in force, 
but the Central Bank, since the second half of 1953, has 
raised the number of exchange permits in accordance with 
the priorities and objectives of the Government’s economic 
development plans.? 


Credit granted by the banking system to the public sector 
continued to be high towards the end of the year, but the 
authorities have followed the policy of limiting expendi- 
ture, and economies equivalent to 10 per cent have been 
introduced in the 1954 budget. . 


2. Bolivia 


There was, on the average, a substantial rise in the money 
supply in 1953, particularly as compared with the rate 
of increase since 1946. (See table 65 and chart XXXIX.) 
Until 1951 there had been a steady annual growth in the 
money supply, which rose more than 30 per cent in one 
year alone (1950). In 1952, however, the increase was 
45.6 per cent higher than in 195], and data available up to 
August 1953 show that this pace was being maintained. 
Simultaneously, the cost of living continued its upward 
progress—if not in moderation, at least with some regular- 
ity—and a pronounced rise was evident during the first 


half of 1953. 


These circumstances and the various measures adopted 
by the Government in May to overcome the difficulties 
caused by inflation, by the deterioration in the demand for 
mineral exports and by the decline in tin prices determine 
Bolivia’s situation in the monetary field in mid-1953. 


; aes by the President of the Republic on 31 December 1953. 
* Ibid. 
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Table 65. Bolivia: Sources of money supply 


(Millions of bolivianos) 


—_—_—_—_—_—ee..,«<«KvgKgKvKvKhghghKwKwWl ysl”: ————— 


Internal factors 


Years and quarters External factors Money suppl Net agpiotion 
qaariay® (A) Asia Publ te wer be: Radars absorbed — y “oupph money appl 

NO 4G) 8 SBI IY. — 112 157 177 —20 179 224 3,052 
LOA Rea STS 22 — 139 552 493 59 426 —13 3,039 
LOA States wel aeesons 43 (30 446 307 i LOS, 941 3,980 
IGA, FAIS. ea! — 134 813 702 lil = 0125, 554 4,534 
1950. 1,2524 404 860 544 — 300 Teele 5,850 
1951. 509 586 162 424 689 1,784 7,639 
1952: 

Ta. ord iy be 84 553 240 313 — 346 291 7,930 

Thee ttt OO 496 556 255 303 — 426 626 8,265 

TLS | # ote Siri”). < — 103 2,225 1,460> 765 — 177 1,945 9,584 

LVI Oe ch StL — 708 Siiesle 3,107 674 415 3,488 aK 
1953: 

Tse sects tet sys — 439 1,827 1,589 238 — 65 eo2e 12,450 

LSE. Fcscgemil Rag 4,268 8,333 8,199 134 — 8,648 3,953 15,080 

Tete ee 3,658 8,901 8,879 22 —7,593 4,966 16,093 


Source: Based on International Monetary Fund, Inter- 
national Financial Statistics. 


General notes: see table 62. 


® The gold reserve of the central bank was revalued in 


June 1950, in accordance with the International Monetary 
Fund. 
>From July 1952, includes the purchase of bills from 
the Corporacién Minera and the Banco Minero de Bolivia. 
¢ August. 
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In 1950 and 1951, external and internal factors com- 
bined to increase the money supply, although in 1950 the 
substantial contribution of external factors to this expan- 
sion was greatly influenced by the revaluation of interna- 
tional reserves carried out in that year. 


(Semi-logarithmic scale) 
Index base 1948100 
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Conversely, despite the similar tendencies observed in 
the first six months, the year 1952 closed with a heavy ad- 
verse balance, causing a considerable loss of reserves. The 


substantial increase in the money supply during this year 
was due to internal factors. The same trends continued in 
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1953 owing to the persistence of unfavourable foreign bal- 
ances. 


Within the sphere of internal factors, the predominance 
of the public over the private sector is evident, except in 


Hoo. 


Cost-of-living indices (see table 66) showed a rise simi- 
lar to that in the money supply until mid-1952.* Thence- 
forward the increase in the money supply was intensified 
up to the beginning of 1953. In the second quarter of that 
year the rise in the cost of living was substantially above 
that of the money in circulation. 


Table 66. Bolivia: Indices of money supply, 


cost of living and wages 


(1948 = 100) 
Wages 
Years and quarters Money Cost of 
supply living Nominal Real 
LOAS nse ee eee 100.0 100.0 100.0 100.0 
194905 ce ene es 113.9 NOW 114.0 106.4 
TO5O)Seheeiotese cies 147.1 Hesheh 116.0 88.5 
ODL Sepeec semen 191.9 174.7 193.0 110.5 
OS Zeer ser eects re 216.3 oe 
1 Wes Oat eee 199.2 201.6 
DU Pereretace atone 207.7 208.5 
OU I rs foe 240.8 FAUT 33 
Vieeerere ters 279.6 237.9 
1953: 
leer chee 312.8 272.0 
(Nl Osx: Steet cere 278.9 381.7 
1B ee ses 5 cee 404.38 484.2 
TD Viseyeisis eters aie 574.7 


Sources: Cost of living: International Monetary Fund, International 
Financial Statistics; wages: International Labour Organisation, 
Yearbook of Labour Statistics. 


= August. 


The available data on wages do not enable their influ- 
ence on the course and development of the inflation to be 
established. However, in 1949 and 1951, nominal wages 
rose more sharply than the cost of living, thus implying 
an improvement in real wages and an advance in the infla- 
tionary pressure, subsequently expressed in terms of higher 
prices. The fall in imports, the uninterrupted increase in 
the money supply and the general stagnation of domestic 
productivity combined to cause a rise in prices unaccom- 
panied by an equivalent increase in wages. In May 1953 
alone the cost-of-living index rose to 396, as against 299 
in April. This increase was undoubtedly influenced by the 
much sharper reduction of imports during the first months 
of the year, and to some extent by the decrees issued by the 
Government on 14 May. One decree laid down general in- 
creases in wages and salaries, while another legalized the 
devaluation of the boliviano, thereby affecting the price 
of many imported commodities. 


According to official statements, these decrees were de- 
signed, among other aims of a general nature, firstly to 
combat the shortage of essential goods by fixing ceiling 
prices; secondly, to cut down the artificial demand of ex- 
change rates which had no relation to reality and stimu- 


* The correlation is closer than table 66 indicates, since the an- 
nual cost-of-living indices were calculated as an average, whereas 
those for the money supply correspond to balances at the end of each 
year. 


lated speculation. A third aim was the suppression of sub- 
sidies for imported farm products which prevented the de- 
velopment of domestic production, and a fourth was to 
encourage gold output and to protect savings against the 
risks of monetary devaluation. A fifth objective aimed at 
stabilizing the currency by drawing up a balanced foreign 
exchange budget and by limiting bank credit to the public 
and private sectors. Finally, the decrees of 14 May 1953 
proposed to compensate workers for the rise in prices. 


The measures adopted to put these aims into practice 
were, briefly, as follows: 


(1) The par value of the boliviano was pegged at 190 
to the U.S. dollar, which dispensed with the multiple ex- 
change rates then in existence (60, 100, 130 and 190). Gold 
and foreign exchange held by the Central Bank were re- 
valued accordingly; 


(2) Two exchange markets were set up, the official and 
the free. The former, in charge of the Central Bank, is used, 
at the pegged par rate, for all exports and imports (both 
subject to previous permits), for the entry of registered 
foreign capital, for loans and Government payments for 
all operations arranged by the Government in consulta- 
tion with the Central Bank. Foreign exchange accruing 
from other sources may be negotiated on the legal free 
market at exchange rates fluctuating in accordance with 
supply and demand, and through banks and authorized 
agencies ; 


(3) The establishment of an annual foreign exchange 
budget was decreed, by which the inflow is calculated and 
distributed in accordance with an order of priority primar- 
ily based on the country’s essential requirements; 


(4) The free minting of gold coinage from domestic out- 
put was authorized; 


(5) An export tax of 35 bolivianos was imposed on 
every dollar sold by the Government-owned mining cor- 
poration to the Central Bank in connexion with mineral 
exports. Ad valorem taxes of 50 and 100 per cent were 
anphiee on the c.i.f. value of various specified imported 
goods; 


(6) Ceiling prices for essential goods were raised and 
rents frozen; 


(7) A bonus of 4,000 bolivianos per month was granted 


to all salary and wage-earners in Government and private 
employment; 


(8) Bank credit to the private sector was limited to the 
amount it had reached on 30 April 1953, the minimum cash 
reserve of the banks being fixed at 20 per cent for sight 
deposits and 10 per cent for time deposits ; 


(9) A monetary stabilization office responsible for 


studying problems arising from the above measures was 
set up. 


The information available is still insufficient to form 
an estimate of the results of this stabilization plan. One of 
its immediate effects was the exceptional rise in the cost of 
living during May 1953, which was undoubtedly greater 
than had been foreseen. This caused fresh demands for 
higher wages, which were rejected. At the same time the 


dollar quotation on the free market rose from 577 in June 
to 634 in July. 
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__ In the second half of the year there was a sharp increase 
in the money supply originating in the public sector (see 
table 66), and at the end of Augusta supplementary budget 
of 3,600 million bolivianos to cover higher wages and 
other payments was approved. 


Public finances have obviously exercised an inflationary 
_ pressure in Bolivia. Public expenditure does not appear 
to have been very high in relation to the gross product, 
but there has been a regular budgetary deficit over recent 
years, and financing by banks has been intensively em- 
ployed. Further, public expenditure continues to show a 
marked upward tendency. 


3. Brazil 


An increase of 10,000 million cruzeiros in the money 
supply during the first half of 1953 and a rise of 13.8 per 
cent in the index of wholesale prices at the end of the year 
are facts that bear eloquent witness to Brazil’s recent in- 
flationary development. These circumstances, together with 
the steady loss of reserves, the difficulties of increasing ex- 
ports, the need to curtail imports too severely for indus- 
tries to receive their normal supplies, the rise in foreign 
trade indebtedness—which reached 1,200 million dollars 
in mid-1953—and the devaluation of the free-market cru- 
zeiro, sum up the problems confronting Brazil and account 
for the special measures adopted by the Government in 


1953. 


It is evident that, in contrast to 1939-45, internal factors 
have predominated in the creation of the money supply dur- 
ing the post-war period. The loss of monetary reserves and 
the increase in the money supply were uninterrupted from 
1947 to 1952. Both movements reached their maximum 
figure in 1951, and were due in the first case to the influ- 
ence of heavy imports, which exceeded the capacity to im- 
port, and in the second to substantial investments. During 
the first half of 1952 the lighter import pressure consider- 
ably reduced the losses of reserves, and a domestic policy 
designed to restrict a larger money supply made itself 
felt. In the second half of 1952 the loss of monetary re- 
serves was much lower, but bank loans regained their rapid 
momentum, causing a definite and substantial increase in 
the money supply. The vigorous import reduction of 1953 
led to some degree of equilibrium in the balance of pay- 
ments, but, in contrast, internal forces showed only fleeting 


Table 67. 


signs of moderation, and the average for the year showed 
an exceptional increase in the money supply. (See table 67 


and chart XL.) 


World conditions due to the end of the war caused 
modifications in the external factors. As noted earlier, they 
ceased to add to the money supply when the balance of 
payments became unfavourable in 1947, but continued to 
exercise a marked influence upon the Brazilian economy 
through the quantum and price of exports and imports. 
The rise in export prices, which had already been taking 
place, was accentuated, especially in the case of coffee and 
cotton. The quantum of exports also increased. Import 
prices showed the same upward tendency, although not to 
the same extent as exports, and the import tonnage strength- 
ened substantially. Thus the money supply ceased to be 
influenced by external factors, while, from this aspect, in- 
ternal factors proceeded to play an active part in the prog- 
ress of inflation. 


During the war the upward movement of domestic prices 
was significantly lower than the increment in the money 
supply, probably owing to the maintenance of investments 
at a reasonable level, to a growth in productivity through 
a more intensive utilization of existing capacity, and to the 
fact that wages rose slowly and therefore exerted no pres- 
sure on prices. During the post-war period the rise in prices 
continued at a similar even rate, and at one time, in 1949, 
some indices, such as the cost of living in Sao Paulo, 
showed a decline. Thenceforward, through the action of the 
same forces as operated in previous years, the upward trend 
of prices and the cost of living remained steady. Coffee 
prices underwent new and more pronounced increases, 
which influenced the domestic price level through the 
higher proceeds for exports and the current of expenditure 
on consumption and investment thereby generated. In 1952 
domestic prices continued to rise, while the price of coffee 
remained relatively stable and that of cotton suffered a 
marked drop. Similar tendencies were apparent in the first 


half of 1953. 


In general, the evolution of wages has not induced in- 
flation during the post-war period. (See table 68.) The im- 
provement in real wages since 1946 was, to a large extent, 
only a recovery of the ground lost during the war. Again, 
from 1949 to the end of 1952 the wage earning sector 
merely managed to maintain its level, and since early 1953 


Brazil: Sources of money supply 


(Millions of cruzeiros) 
nn ne Le 


Internal factors 


Net variation in Aggregate 


M l 
ae eo Total Public sector*® Private sector absorbed). money supply money supply 
(A) (B) (C) D (BE) (F) (G) 
i 7 = 101 49,758 
DOA ae ieee — 223 4,248 2,520 1,728 924 oe K 
1948 eae eee — 846 4,805 608 4,197 — 98 3,861 53,619 
NAO Ye as ons — 172 12,393 3,992 8,401 —5,996 6,225 59,844 
TOS 0) oo cea —1,620 17,182 1,923 15,259 Sai 18,739 78,583 
IES 5 ecole Ope A —4,585 20,770 1,491 19,279 — 967 15,218 93,801 
1952 — 940 18,727 2,431 16,296 —1,184 16,603 110,404 
Lees ee 4s i 530 _ 2,409 112,813 
Per leeewg 5,410 9,876 122,430 
Source: Basic data from Relatorio do Banco do Brasil. * Includes money in circulation issued by the national 
; treasury. 
b March. 


General notes: see table 62. 
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Chart XL 
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Brazil: Indices of money supply, wholesale prices, 


cost of living and wages 


(1948 = 100) 
Cost of living? Wages 
Years and quarters Money Wholesale End of Monthly Industrial 
supply prices each period averages nominal» Reale 

LOA Gi vere’ ccs ite 5 87.0 71.4 89.6 79.4 82.6 92.2 
OE lar eM eee te teickore 92.8 86.4 90.7 96.8 90.9 100.2 
NOAG Meme eerste Ae 100.0 100.0 100.0 100.0 100.0 100.0 
NAD Pers cheek ates 111.6 110.7 108.3 104.0 114.9 106.1 
OB OR BP. Ate 146.6 127 114.2 110.3 23.1 107.8 
NO Sewers nt Store 174.9 153.6 123% 12350 133.9 108.4 
1952: 

Ue eee eee ae 168.1 138.1 133.9 148.8 107.7 

|W adele ies See 182.3 166.9 140.5 139.2 149.6 106.5 

Ree he eae 194.9 75.5 140.5 141.0 150.4 107.0 

LY ERS eee 205.9 Went 146.0 144.2 150.4 103.0 
1953: 

Woo oo 3 eee 210.4 185.2 151.6 149.5 150.4 99.2 

Le ods o o See 224.3 185.0 154.8 156.9 154.5 99.8 

WH, 3366. 228.3 191.2 161.1 156.6 

UNS e bdo > 201.7 169.8 166.7 


nesses 


Sources: Money supply: based on Mensario 
Estatistico; prices, cost of living and wages: 


Conjuntura Econémica. 


8 For the federal district. 


there has been an appreciable fall in real wages through 
the increase in the cost of living and nominal wage stabil- 
ity. If the Government’s anti-inflationary measures do not 
succeed in checking the upward movement of prices, it will 


> For the federal district, at the end of each 
period. 


¢ Nominal wages in the federal district de- 
flated by the cost of living index, at the end of 
each period. 


be difficult to resist the pressure of demands for higher 
wages. Such demands have already made themselves felt, 
in spite of the present unfavourable position of industry 
due to import restrictions and the power shortage. 
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In contrast, the high investment level, and, to a greater 
extent than that level, the rate of increase, appear to have 
played an important role in the inflationary process. It has 
been estimated that investments continued to grow during 
1946-52, until in 1952 they had reached 17.6 per cent of 
the gross product. Per capita investment measured by con- 
stant values (1950 cruzeiros) rose from 378 cruzeiros in 
1945 to 997 cruzeiros in 1952, and there was a high annual 
rate of increase in investment.‘ 


This rate of growth has undoubtedly favoured the con- 
tinuation of wartime inflationary tendencies. This is par- 
ticularly true if account is taken of the substantial State 
investment applied to basic sectors and not productive of 
immediate results, of the speculative investments prevail- 
ing during peak inflation periods in Brazil, and of the fact 
that a large share of the investment had to be applied to 
replacing equipment and machinery which had suffered 
abnormal wear and tear during the war. 


On the other hand, the rise in the gross product during 
this period was largely due to the improvement in the terms 
of trade. 


The manner in which new investments have been 
financed has also made an important contribution to the 
growth of inflation. In the public sector, combining the 
Federal Government, state authorities and municipalities, 
there was a continuous deficit from 1946 to 1950. In 1951 
and 1952 the Federal Government obtained a substantial 
surplus, which would undoubtedly be offset or transformed 
into a deficit if the figures for the states and municipalities 
were added. The available data for 1953 indicate that the 
Federal Government’s budget closed with a deficit of 
10,000 million cruzeiros, which means that a new high has 
been reached. The lack of a tradition and a market for 
‘Government bonds have caused the public debt to be used 
only sparingly as a means of utilizing savings of the com- 
munity to cover the deficits. Financing was achieved 
through credit from the central bank and the issue of paper 
currency by the Treasury. 


As regards the private sector, bank credit showed a re- 
markable increment. (See table 69.) This supports the 
view that investments have been, and still are, to a large 


Pable 69. Brazil: Fiscal expenditure and balances 


(Millions of cruzeiros) 


————— 


Years Tolal expenditure Balance 
TAGE, alesis sis faye - 24,586 —3,037 
Oo ele 26,156 —1,100 
er a lens alg gs gs 30,970 —1,256 
| LENO wes enainlte sara eeiaret 39,631 —4,037 
Rpt, SOON Pe 47,405 — 6,863 
“ADI Ae lies Pepe eeelisare deem 45,0964 6174 
SE ee EN Re oe ei ne 7 
M5 3 a Se YEE 75,000 —8,000 


Sources: Ministerio da Fazenda, Financas do Brasil, Vol. XVIII, 
January 1952; Mensdrio Estatistico. For 1953, estimates in Conjun- 
tura Econémica, January 1950. 

a Federal Government and states only. 


- 4conomic Commission for Latin America, Economic Survey of 
Latin America 1951-52, (E/CN.12/291/Rev.2), United Nations pub- 
lication, Sales No., 1953.11.G.3. 


extent financed by bank credit, despite reinvestments which 
entrepreneurs have been able to make in their own under- 
takings. The considerable profits obtained from certain 
activities have also been used to increase consumption or 
to make speculative investment fostered by the inflation, 
as in the case of buildings, and especially those of a resi- 
dential type. The available information is inadequate to 
estimate the contribution of domestic savings to the financ- 
ing of investments, but there is little doubt that it has been 
insufhicient. The capacity to import, however, which enabled 
the high level of capital goods imports to be maintained, 
was reinforced by intensive drawing upon international re- 
serves, by the employment of short-term credits and, to a 
lesser degree, by the inflow of foreign capital. In other 
words, the deficiency in current domestic savings was cov- 
ered from these resources. Since they could not be used 
indefinitely, particularly in the case of the first two, there 
necessarily ensued a tension of the type that Brazil exper- 
ienced in the early months of 1953. An important feature 
of this situation was the difficulty of maintaining exports at 
a suitable level. 


The inflation in Brazil appears to have been the result 
of the steady rise in the tendency to invest, stimulated by 
the structural changes which the economy has experienced 
since the period before the depression of the ’thirties. The 
feeble resistance shown by the monetary authorities is a 
factor whose importance should not be underestimated. The 
source of this weakness lies in the special nature of the 
financial and banking structure. . 


Brazil’s fiscal system is both rigid and dispersed. The 
rigidity obstructs the raising of certain taxes and tariffs 
in peacetime, for example. The dispersion of financial 
jurisdiction—Federal Government, states and municipali- 
ties—is a serious inconvenience in co-ordinating the estab- 
lishment or fulfilment of anti-inflationary measures with 
the monetary authorities. In the same way, monetary au- 
thority has different branches, divided between the Treas- 
ury, the Superintendency of Currency and Credit, the 
Banco do Brasil, the Rediscount Department and the De- 
partment of Banks. 


The Treasury may have recourse to the direct paper 
issues or loans of the central bank, cancelling the latter by 
the former, which in turn allows the bank to liquidate its 
debts with the Rediscount Department. Any deflationary 
measure which results in a rise in the cash assets of the 
central bank enables the latter to expand credit, which 
it in fact does, since the criterion for its behaviour is almost 
always that of a commercial bank and very rarely that of 
a central bank. Furthermore, the whole banking system is 
capable of serving any inflationary pressure, and the mone- 
tary authorities are in a position to provide the funds if 
necessary. 


In these circumstances it is apparent that there is little 
hope of monetary and bank control through the traditional 
expedients. The use of the rediscount market and the rate 
of interest as regulators of credit is extremely limited, since 
the smaller commercial banks take permanent recourse to 
rediscounts and the large banks do so only to meet emer- 
gencies. The monetary authorities are thus obliged to pro- 
vide funds to avoid the unfortunate consequences to the 
stability of some banks and the liquidity ratio of others 
which would otherwise ensue. Open market operations are 
faced with the obstacle of a small bond market. Nor do 
variations in the minimum obligatory cash requirements 
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hold out more favourable prospects, since the high interest 
rate for deposits prevents the banks from maintaining large 
cash balances. Little use has been made of selective credit 
facilities or moral persuasion, and in any case both meth- 
ods have been obstructed by the lack of contact between 
the monetary authorities and the banking system. 


The plans announced by the authorities in 1953—some of 
which were successively amended or amplified in the course 
of the year—embrace the entire economy, but especially 
the monetary field, since they are particularly aimed at 
checking the inflationary process and solving exchange 
problems. 


In the sphere of public finance, where the anticapted 
deficit had reached figures never hitherto attained, it has 
been announced that every effort will be made to reduce 
expenditure without resorting to paper money issues to 
defray routine administrative costs. The issue of short-term 
Treasury bonds to a value of 4,000 million cruzeiros and 
discountable at the central bank was arranged with this 
end in view. 


Two basic fiscal policy measures of singular importance 
have been drafted, dealing respectively with taxation re- 
form and the consolidation of the public debt. Under the 
former an excess profits tax is to be imposed at progressive 
rates rising from 20 to 90 per cent on profits above 12 per 
cent. Consolidation of the public debt will be effected 
through bond issues up to the amount of 60,000 million 
cruzeiros. It will include the floating debt of the Federal 
Government, the states and the municipalities, with the 
special proviso that interest and amortization are to be 
paid on New York in dollars at the official rate of exchange. 
Dollars so earned may be sold on the free market. 


As regards productive activity in general, steps have 
been taken to limit bank credit and to postpone less urgent 
or non-essential industrial expansion projects. However, 
in order to maintain a level of activity compatible with 
the present state of development, and to avoid the paralysa- 
tion of industries and unemployment, the new exchange 
system allows raw materials, replacements and machinery 
to be imported in accordance with a scale of priorities. 


The new exchange system, established in October, in- 
cludes a system for auctioning foreign currencies within 
five categories, under which priority is given to the imports 
considered most urgent and essential to the domestic econ- 
omy. It also sanctions a considerable devaluation of the 
cruzeiro. Since this aspect of monetary reform, and the 
problems involved in the overvaluation of the cruzerio, 
are analysed elsewhere,° it is sufficient to mention here 
that the foreign exchange allotted to each category and the 
priority classifications for imports are determined by the 
central bank, and that the exchange rate depends upon the 
demand. While on the one hand the initial classification 
gives priority to tractor and seed imports, and on the other 
the profit on exchange received by the Government covers 
a subsidy of 5 and 10 cruzeiros per dollar to exporters of 
coffee and other primary commodities, respectively, it is 
evident that the new system implies a transfer of proceeds 
from the industrial and commercial sectors to the agricul- 
tural sector. The restriction of imports continues to be in 
the discretion of the monetary authorities through the clas- 


* See section III, “Overvaluation, Foreign Trade and Exchange 
Reforms”. 


sification of goods, the amount of foreign exchange allotted | 
to each category, and the basis established at each auction, 


Law No. 2,145 creating the Foreign Trade Office, which — 
replaced the Export-Import Office, was passed at the end of © 
December. The new entity was given wide powers over the - 
regulation and financing of trade. The law also established 
a system of prior licensing for imports, with a few excep- 
tions including imports of newsprint and equipment or 
supplies for the Press. The regulations issued under this” 
law on 24 January 1954 contain a clause on foreign capital 
invested in Brazil, which is granted the same conditions as 
domestic capital and enjoys special benefits when such in- 
vestments are of substantial importance to the economy of 
the nation. 


Some of the proposed measures, especially those affect- 
ing foreign exchange, are already in force, while others 
have not yet been put into effect. It is at present impossible 
to judge the results already obtained from the former. It 
should be noted, however, that towards the end of 1953 
Brazil had been able to cover a large part of its external 
commercial debt through the use of the 300-million-dollar 
loan from the Export-Import Bank and other resources; — 
coffee and other exports showed favourable progress. In 
addition it was evident that the Federal budget, despite 
a deficit, showed substantial economies and that the in- 
crease in wages was lower than anticipated. In contrast, 
during the last quarter the rise in the cost of living and 
the increment in the money supply had become more pro- 
nounced. The cost of living was influenced by higher prices 
for all imported goods and the subsidy granted to exports 
as a whole, while the pressure on the money supply arose 
from expanding bank credit to both the public and the 
private sectors. 


Over the long term, over-all results will depend both on 
the firmness with which the official austerity programme 
is carried out in the economic and financial spheres and 
on the development of Brazil’s exports on world markets. 


4. Chile 


Chile has been unable to escape from the price-wage 
spiral that has characterized its inflationary process for 
years. The plans put into operation have caused further 
increases in both prices and wages to an extent unfore- 
seen by the authorities, who had hoped that the short-term 
effect of such measures would be to curb the expansive 
forces. The latter have proved to be the stronger, however, 
and inflation, far from losing impetus, has gained renewed 
vigour in the course of 1953. 


The remarkable increase in the money supply during 
the post-war period is entirely due to internal factors. 
Except in 1948, the fluctuations in international monetary 
reserves are of hardly any significance when compared 
with the size of the increase arising from internal factors. 
In 1953 these factors caused the sharpest upward move- 


ment of the money supply in Chile’s monetary history. (S 
table 70 and chart XLI.) y history. (See 


For the period as a whole, the private sector predomi- 
nated within the internal factors. But the part played by 
the public sector, which in 1947 already contributed in 
great measure to the increase of the money in circulation, 
became more prominent from 1951 onwards. In 1952 and 
1953 the two sectors were the source of an almost equal 
increase in the means of payment. 
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Table 70. Chile: Sources of money supply 


(Millions of pesos) 
Se iE ent 6 ie ae bea lp ee 
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Years and quarters External factors sede bee 
Total : e, Money supply Net lation i. A 
(A) GB : mie, ee ps eure eee (—) money supply money supply 
NOAGS moe ae _ 
ie oe i. an 3,445 520 1,925 — 296 1,977 10,005 
fete, ? por he soe R527 1,839 — 196 2,873 12,878 
ere ee 3,722 141 3,581 ~2,345 3,356 16,234 
co om 5884 599 3,325 — 394 3,425 19,659 
een mane sD tbngay tom mash paalae ete) oo dann eeudment 
ieee 5 ,690 4,411 — 252 6,826 27,123 
i Gon) oe ee 2,561 
es ‘ 751 1,810 ce 1,640 28,76 
a ASC canes — 139 5,794 2,956 2,838 — 318 Doo eyes 
He... «ip 6,299 3,342 2,957 “i 5,399 32,522 
es. as ; 4,433 4,483 — 978 8,578 35,701 
| de eocatee AneceUr 4,547 2,461 
i ; 54 2,086 7 6,097 40,085 
He bes ucieer Reas 524 9,451 eon 4,124 924 10,899 44,887 
Pe aware 8,589 4,183 4,406 10,385 44,373 


Sources: Banco Central de Chile, Memoria Anual and 


General notes: see table 62. 


Boletin Mensual and § intendenci 
Laie oneal uperintendencia de Bancos, 6 July. 
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The growth of the money in circulation was accompanied 
y a similar rise in both the cost of living and wholesale 
rices, while a parallel movement may also be observed 


n nominal wages, causing a relative stability in real wages. 
See table 71.) However, in the last quarter of 1953 there 
rere sharp price increases, far higher than the rise in the 


noney supply. 
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These indices provide a first approximation of the mag- 
nitude of Chile’s inflation and of its fundamental character- 
istics. Their simplicity appears to confirm, in principle, the 
general belief in the country that what is involved is an in- 
flation of costs reflected in the price-wage spiral. However, 
these characteristics are not entirely uniform throughout 
the period, and there are certain shades of difference which 
it is appropriate to emphasize. 
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Table 71. Chile: Indices of money supply, wholesale prices, 
cost of living and wages 
(1948 = 100) 
es 
Wages ’ 
veer gears GEN ee 
NOAG z.crsyo, eee cee ee 61.6 67.5 63.4 58.0 91.5 
OAT ces ceeepe ict genoa 193 87.1 84.7 78.5 92.6 
OAS? reich cic. eee eee 100.0 100.0 100.0 100.0 100.0 
1OAQ: Taran -coledate so epee reper es TU 114.0 118.8 120.0 101.1 
TODO, Atepte see anes tees WSO) 134.0 136.8 140.5 102.7 
LOSI aati net spent netstat IN Geledl 175.0 167.2 156.1 93.4 
1952: 
ier c Gre etic clo.o a a'r WT .2 194.7 185.9 ae ae 
AMIR em arene CAA Slo ala Brokeac 200.0 PALA 200.7 192.3 95.8 
1 W Ie rare Rae Peeaicraiena ‘arb, 2/0 200.3 229.9 214.7 205.2 95.6 
VE a etetvsralenssen Seekers 219°9 232.2 215.8 Pal isyer 100.0 
1953: b 
Tate & thot pane eto pene ster 246.8 234.4 216.1 222.0 102.7 4 
Tl... Malco ae 276.5 245.2 225.6 221.6 98.3 ‘ 
TUT haieeeee eee: 219.9 Pate ‘267.7 4 
DV es scekacus aveyshs eter ah 295.6» 314.7 i 
Source: Banco Central de Chile, Boletin Men- = Average, July-August. 
sual. b November. 4 


The influence of investment as an effective cause must 
certainly be discarded. Indeed, although the data available 
in this connexion are not very reliable, it may be said that 
investments do not represent a high proportion of the gross 
product. This proportion has remained almost constant 
during the post-war period. Hence, neither the size nor the 
growth of investments could act as decisive factors in the 
inflation. The small increases recorded in recent years 
represent a somewhat lower proportion of the gross prod- 
uct and are insufficient to cause inflation. They might well 
have occurred under conditions of monetary stability. 


As regards the gross product, the feebleness of its growth 
in the post-war period has not resulted in a proportional 
increase in capital or consumer goods, since Chile was 
obliged to have substantial export surplus in order to meet 
the deficit in other sectors of the balance of payments. The 
consumption goods available per capita remained at an 
almost constant level between 1945 and 1952.® In these 
circumstances the monetary expansion could not but be 
reflected in price increments. 


The inflationary process in Chile is caused by the com- 
bined or successive forces of the upward movement in 
wages and the rise in public expenditure. Between 1946 
and 1950, wages were ahead of the cost of living. (See 
again table 71.) Meanwhile, in spite of a fairly sharp rise 
in public expenditure, the national budget showed a sur- 
plus for three consecutive years, and its proportion to the 
gross product rose on a relatively moderate scale. Thus the 
main inflationary pressure during this period came from 
wages and from social benefits established for workers. It 
should be noted that the abundant resources accumulated 
by the Social Security Funds were primarily invested in 
buildings belonging to these Funds and in mortgage-type 
building loans to contributors. This is a type of investment 
which, while it assists in the solution of the very acute 
housing problem in Chile, has more serious inflationary 


“Economic Commission for Latin America, Economic Survey of 
Latin America, 1951-52, p. 68. 


effects than other types of investment. The improvement in 
real wages was significant in 1947-48, but became much 
slower up to 1950. In 1951, real wages experienced a 
serious drop, almost down to the level of 1947, but they 
recovered in the following year. The slight rise in the first 
quarter of 1953 was offset by a decline in the second. 
Taking the over-all period 1946-53, real wages enjoyed 
relative stability, especially from 1948 onwards. In recent 
years, therefore, the wage-earning sector succeeded only 
in maintaining its proportion of the national product. 


As for public finance (see table 72) , the growth of public 
expenditure between 1946 and 1949, although intensive, 
showed a consecutive surplus in three years, and main- 
tained a relatively stable proportion to the gross product, 
as stated above. Its inflationary pressure was, therefore, 
less than that of wages during those years, but in 1950 
the adverse balance reappeared and was substantially 


Table 72. 


Chile: Fiscal revenue and expenditure, 
and relation to gross product 


(Thousands of millions of pesos) 


Percentage of 


Years Revenue Expenditure Balance expenditure to 
gross product 
LOAGE sso: 6.2 Uso —1 3 15.1 
OATS Biya. ts 9.9 9.6 0.3 ls} 
19488 14.4 13.0 1.4 16.3 
1949. 16.4 15.4 1.0 16.3 
O50 aera 18.9 20.6 — Del 19.3 
TOo TR 2 ee 26.0 27.6 —1.6 19.1 
LS SP aeie ‘Sie 36.2 42.0 —5.8 21.9 
LOSSPR AER 48.0 57.5 =9.5 


a ee 

Sources: Servicio Nacional de Estadistica, Oficina de Presupuesto 
y Finanzas, Estadistica Chilena; Banco Central, Memorias. For eToss_ 
product, Corporacién de Fomento. 


a From 1948, includes semi-fiscal and autonomous bodies. 
> Estimates. 


Chapter IV. The monetary srtuation 


85 


greater in 1952 and 1953, while the increase in the budget, 
together with its proportion to the gross product, sharp- 
ened to a notable degree. 


The expansive force which these merely quantitative 
factors are capable of generating in public finances is ag- 
gravated in the case of Chile by the action of certain fea- 
tures of the fiscal structure and of other well-established 
practices. Firstly, a substantial share of fiscal resources 
originates from taxes paid by foreign companies, so that the 
slight surplus achieved in certain years ceases to have any 
significance as an anti-inflationary factor to the extent that 
such a surplus does not tap money which would otherwise 
have been spent internally. Secondly, the pressure of taxa- 
tion has not been excessive, indirect taxes having been pre- 
dominant. 


The proportion of the total of expenditure represented 
by investment is fairly low compared to that of other coun- 
tries with similar economies, and contrasts with the high 
proportion of wages and salaries. The Government’s de- 
cision to adjust its employees’ salaries and wages to fluctua- 
tions in the cost of living caused budget increases when it 
was put into effect. Under the 1950 budget, for example, 
an increase of 44 per cent in wages and salaries was de- 
creed, which rose to 53 per cent with the inclusion of family 
allowances (Law No. 9,629 of 18 July 1950). In the 1951 
budget the rise was 40 per cent. Wage readjustments in 
1952 involved increased expenditure of approximately 
7,700 million pesos, while the budget decree estimated 
over-all expenditure at 29,000 millions, and 42,000 mil- 
lions were actually spent. In 1953 a readjustment was 
made, and a bonus was granted towards the end of the year. 
When it is borne in mind that wages have absorbed such 
a high percentage of total expenditure in recent years the 
readjustments and increases to which allusion has been 
made become especially significant. 


Another factor exerting a powerful inflationary influ- 
ence is the bank financing of the fiscal deficit and the more 
urgent monetary requirements of the Government. Loans 
granted by the Central Bank to the Government caused a 
general credit expansion provoking as a secondary con- 
sequence a greater liquidity in private banking. In this 
connexion the rediscount rate of the Central Bank enabled 
commercial banks to provide credit at a good profit. 


~To summarize, bearing in mind the low investment rate 
in Chile and the fact, established by investigations, that 
private companies have avoided decapitalization by using 
their own profits,’ it is reasonable to assert that the pro- 
nounced expansion of bank credit has mainly served to 
finance fiscal deficits and increases in nominal wages and 
‘salaries. 


External factors, whose effect on the size of the money 
supply was insignificant, nevertheless exerted an important 
influence on the over-all Chilean economy. The improve- 
ment in the terms of trade contributed appreciably to the 
increase in the gross product for the period 1950-52. But 
the drop in copper prices, and difficulties in placing the 
stockpile, reacted adversely upon the balance of payments 
in 1953. So long as the price of this metal remained high, 
it was possible to finance import subsidies on a range of 
consumer goods through the differential rates of exchange. 


7 The first conclusions of an analysis by ECLA dealing with the 
financial statements of limited liability companies in Chile, 1937- 


1952. 


In other words, the surplus obtained by the Government 
was used for consumption rather than for investment. The 
relevant figures show this to be so. In 1952 the surcharge 
on copper represented a greater inflow of foreign exchange 
equivalent to 48.8 million dollars. In the same year con- 
sumer goods imports reached 36.4 per cent of all imports, 
as against 30.8 per cent in the previous year. Imports of 
capital goods declined from 33.9 to 32.8 per cent, heavier 
decreases being recorded for fuel and raw materials. In 
respect of import quantum there was an increase of 25.4 
million dollars in consumer goods, but of only 3.5 million 
in capital assets, and there were reductions in fuel and raw 
materials.® 


In mid-1953 the Government drew up an economic plan 
to control the inflation. Specifically the plan proposed 
measures of four types: (i) budget economies of 1,500 mil- 
lion pesos; (ii) a single rate of exchange pegged at 110 
pesos per dollar for all imports allowed for in foreign 
exchange estimates, in place of the multiple exchange rate 
structure (later, imports based on gold and generally in- 
volving luxury goods were suspended); (iii) a rise in 
wages of from 10 to 15 per cent to compensate higher 
prices caused by the single exchange rate; (iv) freezing 
of prices, periodical readjustments being authorized. 


In addition—in some cases prior to the formulation of 
this plan—certain reforms of an institutional nature were 
introduced with a view to bringing more order and better 
organization into monetary and fiscal policy. For this pur- 
pose, an Institute of Foreign Trade (INACO) was set up 
as a permanent buyer and exporter of crops. The State 
Bank (Banco del Estado) was also created, by combining 
savings banks and mortgage, agricultural credit and in- 
dustrial credit institutes, all of which had previously func- 
tioned as autonomous bodies; they were converted into de- 
partments of the new institution. The Bank will “encour- 
age productive activities and facilitate the circulation of 
assets by a credit procedure in conformity with the funda- 
mental needs of the national economy”. It will act as an 
agent of the Government and of fiscal or semi-fiscal bodies 
and will have the exclusive right to hold their deposits. 
The statutes of the Central Bank were amended, giving it 
more authority to regulate credit both quantitatively and 
qualitatively, and abolishing the requirement of a bullion 
reserve in proportion to issues. An Investments Corpora- 
tion (Corporacién de Inversiones) was established to cen- 
tralize and co-ordinate investments placed by fiscal and 
semi-fiscal bodies. 


The Government also announced a policy of financial 
austerity and proposed that the budget estimate for 1954 
should not exceed that for 1953. It announced the overhaul 
of the fiscal system, the auditing of accounts, and tax re- 
forms of a social tendency to overcome the regressive 
tendencies of indirect taxation. Finally, the policy included 
credit control without prejudice to basic activities. In short, 
the specific objectives were to end inflation and to promote 
economic independence and development and a better 
distribution of the nation’s wealth. 


In October 1953 the Central Bank, exercising its special 
powers, sent a circular to all banks recommending them 
to moderate credit facilities; to control the destination of 
funds; not to grant loans for the purchase of real estate 


or allotments or for speculative purposes; to refuse credit 


® Calclulated in 1950 dollars by ECLA from official Chilean sta- 


tistics. 
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for instalment sales of domestic electric appliances, luxury 
goods, automobiles and so on, directing loans towards pro- 
ductive ends. Finally, such banks were asked to render to 
the Central Bank a weekly list of credits exceeding 500,000, 
300,000 or 200,000 pesos, according to the capital of each 
bank. 


The decree-law of October 1953 lays down a so-called 
Statute of Foreign Investments under which the right of 
free entry is given to new capital (whether in the form of 
foreign currency, equipment, machinery or raw materials) 
for “initiating, extending or encouraging activities tending 
to stimulate the country’s industrial development or to im- 
prove the exploitation of mineral, agricultural or forest 
wealth” and earmarked for the production of export arti- 
cles qualified to compete in the international market with- 
out State protection, of essential goods which are at present 
imported, and of goods that comprise at least 80 per cent 
of national raw material, provided they are able to reduce 
their costs. Capital assets which pursue similar ends 
through the machinery of credit enjoy the same facilities. 
Such capital is re-exportable after five years, in annual 
quotas amounting to 20 per cent of the original value; the 
same applies to both interest and profits. No change in 
taxation will be made before ten years have elapsed, and 
the investments are exempt from any price-control system 
unless similar domestic industries already have such a sys- 
tem at the date when the investments enter the country. 
The decree establishes a Foreign Investments Committee 
to which applications may be submitted and which is re- 
quired to report them to the President of the Republic, 
with whom the final decision rests and who has the power 
to extend to up to twenty years the facilities thus granted. 
The same Committee supervises investments and submits 
an annual estimate of the foreign exchange required to 
remit profits and re-export capital assets. 


The immediate effect of these measures, whether put into 
effect or merely announced, was a rise in prices and in the 
cost of living. This result had been foreseen by the Govern- 
ment, which considered it inadvisable to freeze the distor- 
tion already produced by inflation or by the policy of 
exchange subsidies on certain consumer goods. But the up- 
ward movement was sharper than anticipated or could 
have been caused by the abolition of the subsidy, and the 
wage increases ordered proved insuflicient to compensate 
its effects. At the very time when it was decided to raise 
wages by 10-15 per cent, workers were demanding, and in 
many cases receiving, larger increases based on a previous 
rise in the cost of living. There thus existed an inflationary 
pressure which was then reinforced by measures whose 
ultimate aim was to curb inflation but which temporarily 
gave it a stronger impulse. 


The Government was obliged to authorize a rise in the 
prices of many essential goods and to grant an exceptional 
bonus to civil servants, which could be extended to private 
employees and workmen. It was not possible to restrict 
bank credit at once, and, since the standards laid down by 
the Central Bank had weakened, loans from the banking 
system continued to increase, and at a higher rate than was 
considered reasonable. 


Furthermore, the inflationist psychology of the public 
has been intensified by these circumstances and by the uni- 
versal awareness of the difficulties over copper sales. These 
problems, and the lower price, limit the capacity to import 
and reduce the Government’s possible gains from the ex- 
change margin. 


Up to the end of 1953, the clearest symptoms of the dif- 
ficulties which the Chilean economy is confronting may 
be defined as follows: (a) the shortage of foreign exchange 
and the possibility of its becoming more acute in 1954; 
(6) the uninterrupted rise in the cost of living; (c) the 
difficulties of giving effect to the austerity proposals as re- 
gards fiscal expenditure, and the probable deficit of nearly 
10,000 million pesos in the 1953 budget; (d) the alarming 
figure for the 1954 budget estimate, which—according to — 
responsible officials—will in fact total between 80 and 85 — 
thousand million pesos, although planned to reach only — 
62,900 millions. 


5. Colombia 


Internal factors have predominated in the creation of the 
money supply during the post-war period. They offset by 
a substantial margin the absorption of money in circulation 
caused by external factors during those years in which 
losses of international reserves occurred, as for example 
in 1946-48 and 1950. When monetary reserves increased, 
asin 1949 and 1951-52, the combined action of both factors 
gave rise to the heaviest increment in the money supply 
recorded for the whole period. In 1953 the balance of 
payments continued to show a surplus, but internal factors 
caused only a very slight increase in the money supply. 
On the aggregate, for the year’s average, the money supply 
showed a very moderate advance over the figures for De- 


cember 1952. (See table 73 and chart XLII.) 


Thus, from 195] onwards, the influence of external fac- 
tors tended to become stronger. The decisive element in 
this change lies in coffee exports, whose value rose con- 
siderably, largely owing to the improvement in the terms 
of trade. The high proportion of all Colombian exports 
represented by coffee—between 80 and 85 per cent during 
the last two years—assigns to this commodity a role of the 
utmost importance in the development of monetary events. 


Among the internal forces, the private sector of the do- 
mestic economy predominated except in 1947, when the 
money supply originating in the public sector almost 
equalled that created by the former. 


There are two quite distinct periods in the course of the 
inflation. The first, extending from 1946 to 1950, was char- 
acterized by price increases which corresponded to the 
rise in the money supply, although the correlation from 
year to year was not necessarily very close. Since 1951 
there has been an obvious lag in the upward movement of 
prices in relation to the increase in the money supply. It 
may thus be said that the inflationary process has been 
contained, if it is recalled that cost-of-living indices showed 
an increase of approximately only 10 per cent over the 
last three years. (See table 74.) 


During the early post-war years (1946-50) various fac- 
tors combined to cause a sharp inflation which found ex- 
pression in a rise of 76 per cent in the cost of living index. 
External factors are naturally excluded from those men- 
tioned above, since during this period they were respon- 
sible for a comparatively large absorption of the money 


supply. The inflationary forces were all of an internal 
character. 


In the first place, the conduct of public finance was 
favourable to inflation. Between 1945 and 1949, fiscal ex- 
penditure underwent an increase equivalent to 136 per cent 
and budgets closed with a deficit, except in 1945. 
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Table 73. Colombia: Sources of money suppl 
ia y supply 
(Millions of pesos) 
Years and External eee M N 
ghirters wie Publi : Money et variation Aggregate 
es Toal sector: Her OaMneericl (ee ee mee 
(C) (D) (BE) F) (G) 
L946 FA xeric 0.4 129.8 
faye eae Pyle 108.1 —32.2 98 647 
: 90.6 44.8 45.8 6.4 sail 678 
1948) os —28.7 107.7 Sot 74.6 17.0 96 
1949... 51.2 7 te 
» ol, 4.4 16.3 58.1 35.4 161 935 
cad MO es vie ripe —38.0 191.7 —75.6 61 996 
PE oe 5 aff 16.4 
gaat 126.3 30.2 215 UPA 
Tiger te Dwi: 47.3 4.4 42.9 6.0 
; : i ; 59 NRT 
i Re-ewee ae —12.3 66.0 16.0 50.0 Alero) 81 ae 
ae we 14.0 81.0 80.3 178 1,389 
een 0 19.0 7.0 ‘4 
ee 119.3 209 1,420 
a) See 39.0 45.0 4.0 41.0 —29.0 bys) 
: , 4 : 1,475 
ee ere 39.0 42.0 2.0 40.0 —30.0 ol 1,471 
Tena. 25.0 102.0 35.0 67.0 —62.0 65 1,485 
Lire 4 « 74.0 116.0 68.0 48.0 5.0 195 1,615 
Source: International Monetary Fund, International Financial Statistics. 
General notes: See table 62. 
Chart XLIT 
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A liberal monetary and banking policy allowed loans to 
the private sector to expand to such an extent that the 
money supply increased by 447 million pesos, in spite of 
the absorption by external factors. 


Investments rose from 12.2 per cent of the gross product 
in 1945 to 16.4 per cent in 1947,° although they were 
largely of a speculative nature . 


® Economic Commission for Latin America, Economic Survey of 
Latin America, 1951-52. 
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Finally, there was a very marked upward movement of 
nominal wages, which, until 1950, was expressed in terms 
of an outstanding improvement in real wages. 


The coincidence of all these factors with inflationary 
trends might have resulted in a sharper expansion of the 
money supply than actually took place. The fact that it 
did not occur was due to the intervention of other factors 
which caused a rise in the availability of goods, namely, 
domestic production of consumer goods, and extensive 
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Table 74. Colombia: Indices of money supply, wholesale prices of foodstuffs, 
cost of living and wages 


(1948 =100) 
i a 
Cost of livinge Wages? 
Wholesale ee ae 

ESL Mia ee (foodstuffs)® oe income Nominal Real 
1OAG Swede eactie oe 83.6 or 78.0 72.7 Takes) 98.0 
LOT RO ccrtoe te geo cack 87.6 85.6 88.3 85.9 86.0 100.0 
LOAS Rs hres n cw are okie 100.0 100.0 100.0 100.0 100.0 100.0 
LOAD eae ce casa entire 120.8 105.9 109.5 106.7 120.7 113.0 
OS Ojeaeictccr. cle crete 128.7 S200 126.8 128.1 155.9 T2106 
OSU Neots seeterns eter. 156.5 143.1 139.1 140.1 15225 109.1 
1952: 

TRS oe cere ets ee 164.1 35a 138.6 134.2 136.9 101.8 

TP PTSS © oi Gee 166.9 138.6 141.9 140.6 138.6 98.4 

|B Brees eat aonee os 179.5 BS 7! 140.7 135.6 142.7 105.1 

| B35 Breese eae 183.5 3535 141.1 136.6 153.3 TA220 
1953: 

Teas cicoeeoe Seda 190.6 139.9 143.0 140.3 

LDL Si Raters Suse 190.1 148.3 146.1 146.6 

UP tonttone s 191.9 149.2 147.4 146.1 

TS Vidette pose cere 208.7 ar 149.7e 154.3 


Sources: Money supply: International Mone- 
tary Fund, International Financial Statistics; 
wholesale prices, cost of living and wages: 
Banco de la Reptiblica, Revista. 


® Includes government deposits. 


imports. During the period under review the gross national 
product and the per capita product showed perceptible in- 
creases. 


The pace of inflation was thus checked from 1951 on- 
wards by a combination of circumstances, the more im- 
portant of which were the improvement in the terms of 
trade and the fiscal and monetary policy followed by the 
authorities. 


A policy of curtailing public expenditure designed to 
avoid negative balances, was adopted as early as 1950. 
The result was a budget surplus in 1950 and the succeed- 
ing years, in marked contrast with the previous regular 


deficits. (See table 75.) 


Another factor is that Colombia’s fiscal structure is not 
retrogressive, as in the case of many other Latin-American 


Table 75. Colombia: Fiscal revenue and expenditure 


(Millions of pesos) 


Years Revenue Expenditure Balance 
LOADS saree 196.8 173.9 22.9 
LOA erates nae alae 288.4 —11.1 
OAT eee te 350.6 tet —21 1 
OAS mmpritern yet 3 400.1 412.1 —12:0 
OAS yes Mrtcccustons 405.7 411.6 = 5,9 
E950 Saeco 573.4 519.6 53.8 
[Ot ee 733.4 675.6 47.8 
1:95 2 eae ae 810.3 740.1 70.2 
Abs ee ane 911.8 911.8 = 


pa a a 
Source: Banco de la Repiiblica, Revista. 


® Provisional, The estimate calculated for 1953 was 768 million 
pesos. In the course of the year new funds were voted, the rehabili- 
tation and development quota, for example. 


b Indices refer to the whole country for 40 
selected foodstuffs. 

¢ Refers only to Bogota. 

4 Nominal wage index calculated by multi- 
plying real wage by cost of living index. 

© October. 


countries. On the contrary, it is characterized by a high — 
proportion of direct taxation and by the growth in its 
revenues during recent years. To appreciate the increase — 
between 1950 and 1952 reference should be made to the 
table below. (See table 76.) 


In the first seven months of 1953 income-tax revenue 


exceeded that of the previous year by 28.7 per cent. 


In March 1951 the exchange regulations were reformed — 
and quantitative restrictions on imports abolished, al-— 
though certain prohibitions remained in force. The ex- 
change rates were reduced to three, and this represented 
a currency devaluation, as explained elsewhere.?? Many 
goods on the prohibited list may be imported with free 
foreign exchange obtained from exports of certain sub- 
sidized products. . 


As regards the trade balance, the reform considerably 
relaxed import restrictions, but simultaneously checked — 
them through the devaluation, whose effects are somewhat — 
limited in Latin America. Devaluation acted as a stimulus 
to exports, and coincided, moreover, with the improvement 
in the terms of trade. Up to a point, therefore, the new 
exchange system did not accentuate the controls on im- 
ports. As regards exports, the increase resulting from these 
favourable circumstances was able to develop into a rise 
in the money supply and a consequent acceleration of the 
pace of inflation. 


However, the exchange reform was not an isolated meas- 
ure, but operated in combination with others that were 
adopted during this period. Apart from the measures 
already mentioned relating to fiscal policy, there was a 
tariff modification which replaced specific by ad valorem 
duties and represented a general increase in customs dues. 


ie ; ‘ . 
See section III, “Overvaluation, Foreign Trade and Exchange 
Reforms”, 
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Table 76. Colombia: Composition of fiscal revenue 


(Thousands of pesos) 


Years Direct tawation® Percentage Customs duties Percentage Other revenues _ Percentage Tolal> 

eae A Srhhe Oa Se Pete ita 47.2 58,790 18.1 112,467 34.7 324,248 
oc? Wovhiety attr ai sai § Deities 48.0 42,991 D2 156,445 40.8 383,717 
ERMAN wad 34,321 45.5 97,557 19.0 182,630 Ip) 514,508 
oddeim sancid sat 2 fl oe 43.0 215,655 ayes! 164,717 24.7 667,763 
ee Mere chore sh AE AD 323,197 46.4 195,256 28.0 178,062 25.6 696,515 
et San BBAR AOS, Seeatia 288,776 49.4, 159,143 ile 136,425 23.4 584,344 

MESIE, VES RG. Deke 283,350 42.7 203,594 30.6 177,198 26.7 664,142 


Sr EE Sint ces Fs el ce Ree tony 


Source: Banco de la Repiiblica, Revista. 


* Includes income, inheritance and excess profits taxes. 
Not including credit resources and the treasury 


Moreover, in September 1950, by agreement with all com- 
ponents of the banking system, it was decided to maintain 
loans at figures not exceeding credit at the end of that 
month. This system remained in force until the reform of 
banking legislation in April 1951 granted the central bank 
the necessary legal powers to control credit. 


As a result of these measures, equilibrium in external 
accounts and a surplus in the balance of payments were 
obtained, while the quantum of imports was simultane- 
ously maintained at a high level. Throughout 1951 the 
money supply registered a substantial increase, which con- 
tinued during 1952. This was not fully reflected in prices, 
however. The behaviour of prices can be attributed pri- 
marily to the adequacy of the supply, due partly to the 
progress of domestic production—particularly in 1950— 
and partly to the growth of imports. Nominal wages, which 
had risen sharply in 1950, were stabilized and even re- 
duced during 1951, recovering only towards the end of 
1952. In addition, the anti-inflationary effects of public 
finances have already been observed. 


Furthermore, the monetary policy pursued by the cen- 
tral bank prevented the increment in the money supply 
from being more pronounced than it actually was. Finally, 
for reasons of caution associated with the political situa- 
tion, the existence of hoarding, or savings held outside the 
banking system, should not be ignored. Many of these 
factors persisted in 1953, although others appeared which 
were fully capable of modifying the situation. 


The abatement of political strife has had its effect upon 
Colombia’s economy, but the consequences as regards the 
monetary position cannot at present be foreseen. On the 
one hand it has brought a general increase in demand. On 
the other, increased imports—aided by a greater inflow of 
foreign exchange due to peak coffee exports—imply the 
availability of more goods to offset the effect of the rise in 
Jemand. 


To guard against any inflationary pressures which may 
eappear, the Banco de la Republica has continued to wield 
ts new statutory powers, enabling it to determine the mini- 
num cash reserves and to fix rediscount quotas. Above all, 
he central bank has resorted to the first of these instru- 
nents of credit control, varying the cash ratio in accord- 
nce with events. Thus, although its recent policy was in 
he main restrictive, changes in the cash reserve minimum 
vere made when it was considered necessary to relieve a 
hortage of specie, as for instance when the public sought 


balance, which is why the total revenue shown in this 
table differs from that in table 75. 


¢ First ten months. 


loans from banks to pay the special tax known as the “re- 
habilitation and development quota”. 


This policy enabled the monetary supply to be kept at 
an almost stable level during the first ten months of 1953. 
Nevertheless, wholesale prices rose by more than 6 per 
cent and the cost of living by more than 9 per cent. This 
situation was in direct contrast with the 1952 position, 
when prices remained relatively stable despite an almost 
12 per cent increase in the money supply. In addition, it 
should be noted that, in 1953, there was no sign of the 
seasonal decline in prices, which customarily begins in 
June, the time of harvests and an increase in supply. 


A number of facts may explain the behaviour of prices. 


For example, the economic recovery caused by more 
stable political conditions gave rise to the increase in de- 
mand mentioned earlier. It was possible to sustain this 
through the freeing of funds which had previously existed 
in savings, or had been hoarded, and the greater income 
from coffee sales. Moreover, the high consumption demand 
was not satisfied by the somewhat poor harvests. In 1953, 
a year for which accurate data are not yet available, eco- 
nomic recovery and the rehabilitation of many productive 
zones, while resulting in higher income for many sectors, 
must have stimulated the steady upward movement of 
wages apparent since mid-1952, after the earlier fall in 
that year. 


It is clear that future price developments and the main- 
tenance of the comparative monetary stability achieved by 
Colombia throughout the whole of the last three years 
depend upon the behaviour of the following factors: the 
balance of payments, coffee exports, harvest trends, public 
finances, wages, and:the policy of the central bank. There 
are two further factors, however, which cannot fail to 
influence the immediate future of monetary policy. 


The first is the fiscal reform, sanctioned on 8 September 
and modified on 9 October 1953. In brief, the reform 
establishes a small minimum tax of a universal character 
and modifies income-tax rates and exemptions progres- 
sively in order to reduce the burden on small incomes and 
increase the contribution of larger ones. All sources of 
each tax-payer’s income are now included in the application 
of the scale. The provisions applying to limited liability 
companies have—even after the October modifications— 
caused some anxiety and given rise to protests. They estab- 
lish higher rates and a double tax (company profits and 
shareholders’ dividends), while companies having a differ- 
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ent legal form pay a much lower tax. It is stated that such 
a measure will discourage the formation of new limited 
liability companies and therefore the inflow of foreign 
capital, which prefers companies of this type. Even ignor- 
ing this aspect, the reform emphasizes the characteristics of 
the fiscal structure noted earlier. 


The second factor is to be found in the Government’s 
plan for investments through the Consejo Nacional de 
Planificacién. According to unofhicial information, it is be- 
lieved that the projected investment for the next five years 
will reach 1,000 million dollars (750 million from the 
Government and its ministries and 250 from private in- 
dustry). If official investment were distributed in equal 
annual portions, it would represent an additional expendi- 
ture of 375 million pesos annually, or an increase of 67 
per cent over the estimated investments for the public 
sector in 1952. The plans include basic investment in elec- 
tric power, roads, railways, housing, industry, agriculture 
and livestock. 


The expansive force of such heavy public expenditure 
is undeniable, representing an inflationary potential which 
may destroy the equilibrium achieved by Colombia. 
Whether it causes actual inflation or not will depend on the 
success achieved in respect of greater productivity and on 
the financing of the proposed investments. Colombia has 
excellent prospects for investment of a non-inflationary 
character, namely, the tendency of domestic savings to 
grow, larger fiscal revenues arising from direct taxation, 
and the contribution of foreign capital. These last were 
already fairly substantial in 1952 and 1953; it is expected 
that they will increase within the near future. Colombia 
now has recent experience of reasonable development 
under conditions of stability. If it is possible to prolong 
and even intensify this progress on the proposed scale, a 
good example of fostering economic development without 
inflation will doubtless be established. 


6. Cuba 


In 1953, Cuba’s monetary situation was marked by the 
stability of the money supply. Prices have in general re- 


mained stationary at the 1951 level, despite small indi- 
vidual fluctuations. This situation is due to the trend of the 
economy, which is clearly linked with the variability of 
sugar production, exports and prices. 


As regards the money supply, it was possible to contain: 
the expansion which had taken place in previous years, — 
representing an 80 per cent rise in the money in circulation - 


between 1946 and 1951. During 1947, monetary reserves 
had caused an increment in the money supply of 200 mil- 
lion Cuban pesos, and although they led to an increase of 
41 and 34 millions in 1948 and 1949 respectively, their 
influence was slighter, owing to the situation on the world 
sugar market and its lower price. With the progressive 
improvement in the position of sugar in 1950, monetary 
reserves began to exercise a new inflationary influence, and 
they were responsible for most of the increase in the money 


ate * 


supply during 1951 and the first half of 1952. The excep- — 


tional sugar crop of 1951/52 had important monetary 
repercussions, among them an increase in reserves to a 
previously unequalled figure. From that date onwards they 
began to decline, both for seasonal causes and, later, owing 
to changes in the world sugar market, representing at the 
year’s end an estimated loss of 23 million pesos. (See table 
77 and chart XLIII.) 


The growing weakness of demand abroad—which was 
clearly incapable of absorbing the substantial exportable 
surpluses of sugar—thus entailed a relaxation in the dy- 
namic element of Cuba’s economy and caused 1953 to pre- 
sent a marked contrast with the two previous years, which 
had witnessed high levels of income and employment. In 
1952 it had already been necessary to finance surplus sugar 
stocks through an operation, involving 120 million pesos, 
carried out by the Instituto Cubano de Estabilizacion del 
Azucar. This institution granted mortgage certificates to 
sugar producers, who could discount them at any bank of 
the system depending on the central bank, where it was 
also possible to rediscount them. This operation had im- 
portant consequences on the liquidity of the sugar com- 
panies and their level of activity. 


In 1953, although the falling tendency of sugar prices 


Table 77. Cuba: Sources of money supply 


(Millions of pesos) 


SS 
Internal factors 
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1946 
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Re dene 130 100 8 a 
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Lbs (0.00 ee ae 50 26 —3 29 24, 
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Source: Banco Nacional de Cuba. 
General notes: see table 62. 


a Includes dollars in circulation and dollar 
deposits in the banking system. 
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Chart XLIII 
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had become acute, additional shipments of more than one 
million tons to the United Kingdom permitted an improve- 
ment in monetary reserves. 


As regards internal factors, the growth of credit facilities 
showed an upward trend only from 1950 onwards, sharp- 
ening in 1951 and the first half of 1952, both for operations 
prior to the new harvest and to finance unsold stocks of the 
1951/52 crop. The fact that the expansion of credit in 1951 
had no great effects was due to the influence of internal 
factors, mainly the increase of time and savings deposits, 
which offset its consequences by absorbing the money 


supply. 

With regard to the public sector, it should be noted that 
Government income, like other economic indices, has fol- 
_lowed the fluctuations of the price of and the world market 
for sugar. 


This explains the decline in the gross product during 
1948 and 1949, its later recovery, and the further decrease 
in 1953. Public finance does not appear to have exercised 
inflationary pressure, judging by the relatively low pro- 
portion of the gross product represented by fiscal revenue. 
(See table 78.) Information on public expenditure and 
bank loans to this sector was not available before 1950. 
Bank credit was not substantial during the period 1950-53, 
and the annual increases were unimportant. 


Since the second half of 1950, efforts have been made 
in the money market to create conditions making possible 
the gradual placement of a long-term domestic loan. The 
capital will be at the disposal of the Comision de Fomento 
Nacional and the total issue is estimated at 120 million 
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pesos. The placing of these bonds with the public had the 
effect of absorbing funds, an effect which continued until 
mid-1951, when the loan began to be used to pay for 
public works. 


Nor do investments constitute an inflationary factor in 
Cuba. The low level of investment has been evident for 
many years past. Gross domestic investment represents in 
all 11 per cent of the gross product. This circumstance does 
not arise from a relative shortage of savings, since the latter 
have stood at 14 per cent of the gross product during recent 
years. In other words, savings have been more substantial 
than domestic investment, which signifies that consider- 
able investment has been made abroad over a long period. 
The causes lie in the unattractive prospects for new invest- 
ment offered by sugar production, and in foreign industrial 


Table 78. Cuba: Fiscal revenue 
(Millions of pesos) 


Percentage to 


Years Revenue gross product 

1 GAG etn cloe Re hisyeuaiek ented: feo 196.3 1G}5) 
OAT a ay tua cieuMensyeroys ofelatats “ser 265.2 ISS 
OAS eee craicitos isa tkron eto 241.8 1273 
OA OT Iie even aan erste zi slaere 219.9 Pash 
TOS Osea te trots roe tase ota rte teva Vo," 269.0 13.6 
UO oe tense oats ie chaise Senate's Biot 13.8 
LOD DTN. hkettewe eels desolate teehee Soe. 13.9 
1953 Secor oar 267.4 


Source: Banco Nacional de Cuba. 
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competition, which, owing to the contractual obligations 
of the 1934 commercial treaty with the United States, which 
precludes the adoption of protective measures to support 
other industrial activities, has few obstacles to contend 
with. Conversely, domestic costs are high, owing to wage 
levels which are indirectly protected by the high wages 
(fixed by the Government) paid in the sugar industry and 
the pressure of organized labour in some sectors. The 5 
per cent reduction decreed for some wages in 1953 does 
not appear to have influenced the remainder. 


Government investments are not high, but there have 
been recent plans to increase them to offset the contraction 
in private investment. 


Table 79. Cuba: Indices of money supply and 
retail prices of foodstuffs 


(1948 = 100) 


Retail prices 


Years and quarters Money supply*® (foodstuffs) 

HOAG Sete cir. ue oh OC ne eae 76.8 78 
OAT APE R acy ea miswe perc i kates 91.9 92 
OAS paper te aie ts cnn a rcpere vekenel on eiscks 100.0 100 
OAD eRe, cree, skesccs cache cote 107.9 87 
UGS Os o.0 apanthes ane Mee eae 135.4 84 
(LO SA rem Merl VOW TOES coun tertass 152.4 93 
1952: 

ll Sho awed OC oan 157.4 95 

cats a eae nta chs. tele te 161.7 95 

ete ee oe ee Fe 95 

EV Petes «contri sacar 57 ell 92 
1953: 

Lhe ow che oie Ain OO ae Cpe eRe AUS Tf- 5) 92 

NA Re Pies ees Pica ane Gor aterstaeates Sue 92 

UL Seeeie, canaet asa cieawsitey sickens foxes ‘82 92 


Source: Banco Nacional de Cuba. 
Balances at the end of each period. 


These factors largely help to explain price behaviour in 
Cuba. There is, however, another element which has in- 
fluenced the stable monetary situation since 1951 and some 
of the previous declines. During 1949-50, for example, it 
was the satisfactory supply of basic goods through imports. 
The decline which was apparent at the end of 1952, and 
which continued during 1953, was closely connected with 
lower sugar prices and a reduced gross product, as a result 
of official restrictiorts on sugar production. (See table 79 


7. Dominican Republic 


During the period 1947-53 there was no pronounced 
trend in the monetary policy of the Dominican Republic 
and, except in 1950 and 1951, no substantial variations — 
took place in the money supply. Those fluctuations which — 
did occur were due to the influence of external and internal _ 
factors alternately. In the third quarter of 1953 the money 
supply was lower than in early 1952. 


i 

As regards external factors, the balance of payments has Ki | 
been extremely favourable during recent years. Except in — 
1950 and 1951, however, when there were increments of | 
9 and 13 million pesos respectively, this.did not cause any — 
increase in international monetary reserves, but rather 
represented losses, as in 1947-49 and 1952. (See table 80 
and chart XLIV.) The effects of the balance in current — 
trade accounts were offset by the movement of capital and 
the servicing of foreign loans. 


External factors exerted their major pressure in 1950- 
51, in consequence of the good market for sugar, the prin- 
cipal export. Later, the fall in sugar prices caused a decline 
in the trade surplus and an unfavourable balance of pay- 
ments, which led to losses, although not very pronounced, 
in reserves. 


The internal factors of expansion caused a slight rise in 
the money supply, by 39 million pesos, during 1947-51, 
approximately one half being due to the public sector. 
However, Government finances reacted to moderate the 


Table 80. Dominican Republic: Sources of money supply 


(Millions of pesos) 


————— eae a ere ee eee 
Internal factors 
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Source: International Monetary Fund, International Financial Statistics. 


General notes: see table 62. 
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ipward movement through the budget surplus. Absorption 
actors, such as time and savings deposits, the sale of bonds 
o the community, and so on, were a weak influence, except 
n 1947 and 1948. For some years, such as 1949, they had 
nflationary effects upon the monetary supply, occasioned 
y a sharp contraction in savings deposits. In 1952 a rise in 


Table 81. Dominican Republic: Indices of money 
supply, wholesale prices, cost of living and wages 


(1948 = 100) 
j Money Wholesale Cost of 
Years and quarters supply prices® living Wages 
: 1G ee ee 109.5 84 88 53 
PERM ctets ances: 111.9 100 99 94, 
Bete yess kate 100.0 100 100 100 
0) 6a A er 116.7 86 96 101 
SOS Sees 138.1 83 96 106 
Bop ic wets: of aah anes 188.1 93 105 114 
952: 
i Saher 204.8 94, 106 108 
TY eg@jplaees aeaaanea 200.0 93 106 108 
Te oye ee 190.5 95 107 115 
VE ede ins 197.6 94, 106 118 
953: 
: eee 207.1 94. 105 120 
te ca ois es 192.9 95 105 124 
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Source: International Monetary Fund, International Financial 
atistics. 

a For Ciudad Trujillo. 

b Average, October-November. 
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bank loans to the public sector became apparent, but dis- 
appeared in the third quarter of 1953. 


Prices have remained stable since 1951, in keeping with 
the level of the money supply. (See table 81.) 


The price pattern does not appear to have influenced the 
advance of nominal wages. More significant pressures are 
probably inherent in the supply of imported goods, which 
showed definite increases over the last four years, and the 
fluctuations in the gross product, which largely depend 
upon sugar output and markets. 


8. Ecuador 


At the close of 1953 the money supply had risen 5.4 per 
cent above the level reached in December 1952, a very 
moderate rate of increase in comparison both with other 
countries in the region and with the situation in Ecuador 
during the previous year. 


Broadly speaking, the major influence on variability in 
the money supply is exercised by external factors, that is, 
by fluctuations in the balance of payments. (See table 82 
and chart XLV.) From 1946 onwards the rise and fall in 
international reserves alternated and had visible reper- 
cussions on the amount of money in circulation. The out- 
standing increases were those in 1950 and 1952, years in 
which the reserves also rose more sharply than at any other 
time during this period. In 1947 and 1951, conversely, 
losses in reserves caused a decrease in the money supply. 
In 1953 the small increment in the money supply coin- 
cided with a substantial loss of international reserves, thus 
modifying the tendency previously prevailing. 
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Table 82. Ecuador: Sources of money supply 


(Millions of sucres) 
Ee ee 


Internal factors ae 
Years and External Money Net variation Aggregate 
quarters factors Public Private supply in money money } 
Total sector sector absorbed (—) supply supply 4 
(A) (B) (C) (D) (£) (F) (G) 4 
4 
UQAG seeds ere el 3) Ica WAL 38.9 — 74.4 68.0 Uae i 
OA Care ae — 51.1 —19.8 —53.3 CoE — 13.5 — 84.4 671.1 | 
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WO Rese. sere 128.2 141.0 —18.0 159.0 — 67.0 202.2 1,133.6 
Viet cece 185.9 142.0 — 6.0 148.0 — 94.3 233.6 1,165.0 
1953 
| ees senor — 13.3 83.0 55.0 28.0 — 64.0 Oot Oa 
TE ecceae — 73.7 222.0 83.0 139.0 — 73.0 WSS 1,240.3 
Tee —101.9 399.0 83.0 316.0 —204.2 92.9 1,257.9 
Octieenee —103.5 420.0 89.0 331.0 —226.7 89.8 1,254.8 
LV Seat —105.9 a We ee O22 e225 37, 
Source: Banco Central del Ecuador, Boletin. = Includes a margin of error which in 1944 
reached a maximum of 5 per cent of the aggre- 
General notes: see table 62. gate money supply. 
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These statements do not imply that internal factors have 
en neutral. [t would be more accurate to say that their 
le has mainly been to offset the fluctuations, or to restrain 
€ variations which the individual action of external fac- 
rs would have produced. 


It should be noted that during 1953 the influence of 
ternal factors tended to become more marked, in both 
e public and the private sectors. 


For the period as a whole the money supply showed an 

crease of 62.2 per cent, a rate of growth which cannot 
> considered low, although comparing favourably with 
her countries in the region. However, inflationary effects 
innot be attributed to this upward movement if the evolu- 
on of the cost-of-living index in the same period is con- 
dered. (See table 83.) This index rose by 40.4 per cent 
stween 1946 and 1953, and by only 10.1 per cent in 1948- 
3. Having reached its peak level, it declined during the 
cond half of 1953 to a position below that of the previous 
ar. 


Table 83. Ecuador: Indices of money supply, cost 
of living, and wholesale prices of foodstuffs 


Money supply Cost of living? Wholesale prices 


ars and quarters sluff's 
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Source: Banco Central del Ecuador, Boletin. 


* Refers to prices for lower-income families in Quito, figures for 
hich are available until 1952. To continue the series from the 
st quarter of 1952, it was necessary to use the foodstuffs grouping 
_consumer-price indices for Quito, which have only been pub- 
shed since August 1950. 


Thus Ecuador’s position may be described as an infla- 
on, which assumed fairly serious proportions during and 
nmediately after the World War, but has now been 
rrested. A further general feature is that, except in rare 
stances, there was no close connexion between variations 
. the money supply and price fluctuations. In 1950-51 
ere was an increase in both international reserves and 
ublic expenditure, while the most marked upward move- 
ent in prices took place simultaneously. On the other 
and, the increment in the money supply recorded for 1952 
yincided with a downward price trend. 


The price stability achieved by Ecuador must largely be 
tributed to two elements. The first is the realistic policy 
* the monetary authorities. The second is the absence of 
cpansive factors, since, as has already been noted, while 
ec balance of payments showed alternating results, in each 
se fluctuations were offset by internal factors. Over the 


long term, therefore, variability in the balance of payments 
has definitely been the principal indication of the course 
of monetary events, and such variations have been de- 


cisively influenced by changes occurring in exports and 
imports. 


The importance of foreign trade in Ecuador’s gross prod- 
uct accounts for the special attention paid by domestic 
monetary policy to questions of international exchange. 
Exports have been encouraged by means of subsidies, 
through the use of revenue from duties and exchange sur- 
charges on imports, and by giving the whole or a part of 
certain exports access to the free market. From February 
1952 the multiple exchange rates which had previously 
existed were limited to two: the official and the free. 
Through their manipulation, the monetary authorities im- 
plemented a policy of equilibrium in the balance of pay- 
ments, apart from duties on exports and imports. These 
last were, in the case of non-essential or luxury goods, bur- 
dened with exchange surcharges of 33 and 34 per cent. 
These surcharges were, however, abolished at the begin- 
ning of 1954 under the 1953 tariff reform which followed 
the recommendations of the United Nations Technical Mis- 
sion. The new tariff unifies all duties and taxes, absorbing 
the surcharges referred to and establishing one single 
specific duty rate. This tariff reform caused most imported 
goods to become more expensive, and thus had the imme- 
diate effect of increasing imports during the second half 
of 1953, before it came into operation. It is hoped that the 
restraining effects of both price increases and the stock- 
piles established for speculative purposes will be felt 
during 1954. 


Domestic monetary policy has moved towards the main- 
tenance of some degree of stability in the means of pay- 
ment required for business, for the needs of domestic 
production and for the Government, without ignoring their 
repercussions upon foreign trade. In this last connexion, 
and with the aim of checking the exaggerated flow of im- 
ports, the Central Bank adopted various measures during 
the course of 1953: (a) requiring the prior payment of 
the 33 per cent surcharge in the case of specific goods, and 
later—after the tariff reform mentioned earlier—the deposit 
of a high proportion of the duty which replaced the sur- 
charge; (b) raising the advance deposit in local currency 
against letters of credit to cover payment of imports from 
10 to 25 per cent; (c) exercising a more rigid control over 
imports by official or Government organizations. 


As regards promoting investments and private enter- 
prise, the policy was varied and was adjusted to circum- 
stances. Generally speaking, exports represent a high 
proportion of the gross product, and they therefore largely 
influence investment. When exports decline and a threat 
of monetary contraction appears, as occurred in 1949, the 
Central Bank and the banking system adopt a policy of 
compensation, providing the domestic market with a 
greater money supply. But, as far as may be judged from 
available data, investments did not reach a significant 
level. The expectations raised by the establishment of the 
Development Corporation (Corporacion de Fomento) in 
1949 were dissipated through the fact that in the following 
year it was necessary to subsidize rice exports from the 
funds earmarked as the Corporation’s capital. In 1951, 
similar difficulties appeared in respect of several classes of 
export goods, and at a time when substantial imports were 
affected owing to fears aroused by events in Korea. The 
policy of compensation failed to prevent a decline in the 
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money supply. In actual fact, investments seem to have 
played an active role only during 1944.-46—when there was 
a considerable rise in the money supply—and in 1953, 
under pressure from the public sector. 


There appears to be a certain parallel movement be- 
tween the money supply and investment. When an increase 
in the former is due to peak exports, it produces a higher 
income in the sector concerned and therefore enhances the 
possibilities of investment. Investment, in turn, results in 
larger capital goods imports and a higher demand for 
domestic productive facilities. Although it might not be 
correct to state that full employment exists in Ecuador, 
productive facilities are at least fairly stationary, partic- 
ularly in the case of labour, owing to the country’s lack of 
economic and geographic unity. The higher domestic de- 
mand thus tends to have inflationary effects. At the same 
time, imports of capital goods and imports caused by 
domestic expansion upset the balance of payments. These 
circumstances have led the monetary authorities to follow 
a restrictive policy in order to weaken the inflationary pres- 
sure and to correct the disequilibrium in external accounts. 


The increase in the money supply is exclusively of 
domestic origin when external factors—whether through 
greater imports or declining exports—cause an absorption 
of funds. In such cases, monetary policy has aimed at ar- 
resting the subsequent depressive tendencies, especially if 
the imbalance is caused by a failure in exportable produc- 
tion or a slump in its price. 


The modest total of investments has not, therefore, con- 
stituted an inflationary factor in Ecuador, owing to the 
policy of compensation which has maintained investments 
within the bounds prescribed by the available resources. 
In addition, the recent stability in prices has in some years 
been influenced by the inflow of imported goods and in 
others by the production of domestic consumption goods. 


The influence of the public sector should also be men- 
tioned. There are no data from which to estimate the size 
of public expenditure in relation to the gross product, but 
it may be assumed that it is considerable. The fiscal system 
is to a large extent based upon indirect taxation. In other 
words, Ecuador’s public finances possess a potential in- 
flationary power. However, in recent years, and at least up 
to 1951, these aspects have been offset by others of a differ- 
ent nature. Indeed, between 1946 and 1951, with the single 
exception of 1950, all financial operations of the Govern- 
ment, the municipalities and public bodies showed a sur- 
plus, and the domestic public debt steadily diminished. 


During the whole period under review, except 1946, 
the public sector has made only a very moderate contribu- 
tion to the money supply. (See again table 82.) In this 
connexion it should be noted that the Government’s policy 
has been conservative. Like the monetary authorities, the 
Government has aimed at offsetting trends appearing in 
other economic sectors, and more particularly at counter- 
acting inflationary pressures or any disequilibrium in the 
balance of payments. For this reason, investment by the 
public sector followed a downward movement until 1952. 


These tendencies persisted during 1953, but not to the 
same extent. Faced by a strong disequilibrium in the bal- 
ance of payments—occasioned both by poor harvests of 
certain export products and by higher imports—domestic 
monetary policy, as in previous years, was of a compensa- 
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tory character. Nevertheless, the high figures for the 
money supply created from domestic sources are striking, 
and far surpass any hitherto registered. If factors of ab- 
sorption had not once again intervened, the rise in the’ 
over-all money supply would have exceeded the previous” 
peak. Furthermore, public finances showed a fairly sub- 
stantial deficit, and the budget estimate for 1954 allows 
for heavy increases. ; 


These latent inflationary forces should be considered a 
a time when Ecuador’s Government is drawing up or 
putting into effect plans for economic development. The 
aims of the draft proposals for establishing an Executive 
Commission for Planning and Economic Development 
(Comisién Ejecutiva de Planificacién y Desarrollo Eco- 
némico) are to formulate a development plan; to attai ; 
the highest levels of income and employment compatible 
with the resources of the country and with equilibrium in 
the balance of payments; to co-ordinate investment proj- 
ects primarily with national savings, avoiding inflationary — 
or deflationary effects; to co-ordinate monetary and fiscal 
policies; to readjust national finances, etc.** It should be 
noted that one of these aims is of particular importance, 
that of co-ordinating investments of the Government and 
other public bodies, since dispersion and lack of unity in 
the budget has characterized Ecuador’s finances, thus ob- 
structing the realization of a suitable fiscal policy in the 
past. It is sufficient to state that in 1952 the Government 
received only 35.4 per cent of all public income. 


To fulfil certain basic projects, such as road building, 
assistance has been received from the International Bank 
for Reconstruction and Development. In addition, the Gov- 
ernment hopes that the recent reforms will provide in- 
creased tariff proceeds, apart from the revenue accruing 
from the new income tax regulations which are now await- 
ing approval. But these prospects must be confronted with 
the reality of an unfavourable balance of payments and a 
sustained increase in credit to the public and private sec- 
tors, both of which are threatening the monetary stability 
In recent years. 


9. Mexico 


The controls and financial austerity adopted by the 
Mexican Government in the first half of 1953 represented 
an important change of policy. The effects were rapidly 
perceptible in the domestic economy and interrupted the 
upward movement of the money supply, at the same time 
contributing to prolong the stability maintained by the 
price level since early 1952. 


The external and internal factors have been mutually 
compensatory in the post-war period. When the former 
caused losses in monetary reserves and a corresponding 
reduction in the money supply, the internal factors became 
the source of a greater increase in the means of payment 
(see table 84 and chart XLVI). This type of action has. 
brought about a steady rise in the money supply, which 
would have been far sharper but for the intervention of 
powerful absorption factors. 


Between 1948 and 1950 the Mexican peso was deval- 
ued, and in June 1949 was pegged at a par value 44. per 
cent lower than that in operation until July 1948. As a 
result, and during the period of readjustment when the 


** See Informe del Consejo Nacional de Economia, Quito, 1953. 
p. 352 et seq. } 
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Table 84. Mexico: Sources of money supply 
(Millions of pesos) 


CoS eee ee a a, cals I re ere 


Years and External IT I la BL Mone Net lati 
quarters factors Public Private supply nya abiey “7 Be ee 
(A) Tol nT eon arenes (—) erp supply 

LOAGES. sake _ a a on fs — 3,514 
LOAT cee. — 460 1,010 185 825 — 564  —14 3,500 
LORS Reis — 32 1,278 488 790 = (Gy 494, 3,994 
OAD RY ae. 667 612 380 2o0 — 781 498 4,492 
OS Otero. Tole 491 —166 657 — 331 oye?) 6,164 
OSU F ony. « — 214 1,548 — 50 1,598 — 551 783 6,947 
1952: 

t Gsactn a eee — 165 227 —221 448 — 275 —213 6,734 

i atest —1,046 749 9 740 — 283 —580 6,367 

NTE. — 552 1,105 PM | 868 — 809 —256 6,691 

Eero are 53 1,453 445 1,008 —1,179 B27; 7,274 
1953: 

eeseart: 156 392 —136 528 — 393 155 7,429 

TL Bock sw = 8D5 742 —117 860 — ATA — 86 7,188 

eee. — 368» 1,138 154¢ 984¢ — 759» il 7,285 

Sources: Banco de México and International rediscounted bills held by the central bank, was 
Monetary Fund, International Financial Sta- eliminated. They were credited to banks with- 
tistics. out constituting a new source of lending. 

General notes: see table 62. b Estimate. 

* From 1949, a transfer of 536 millions, from e August. 

Chart XLVI 
MEXICO 
(Natural scale) (Semi-logarithmiec scale) 
Thousands of millions of pesos Index base 1948=100 


MONEY SUPPLY 


MONEY SUPPLY 


WHOLESALE PRICES 


. 
sososooees® 


INTERNAL FACTORS 


FACTORS 
EXTERNAL NOMINAL WAGES 


jest 1952" obs © 


DMJ Ss ie} 
1946 1947. 1948 1949 1950 1951 1952" 1953 1946 1947 1948 1949 195 


Mexican peso was undervalued in relation to the dollar, 
monetary reserves underwent a heavy increase and were 
responsible for almost the entire increment 1n the money 
supply. There were, in fact, two stages. The first covered 
the period to mid-1950, during which expansion was grad- 
ual, mainly representing the adjustment due to devalu- 
ation, and remained within moderate limits through the 
fiscal policy pursued at that time. The second began with 
the rapid rise in external prices on the outbreak of hostili- 
ties in Korea, causing an increase in the value of Mexican 
exports and accompanied by a substantial inflow of short- 
term capital assets. 


The subsequent decrease in reserves, between the end of 
1950 and September 1952, to a large extent offset the 
effects of internal factors on the money supply. Except for 
a fleeting recovery towards the end of 1952, reserves have 
continued to decline, and internal factors have been ex- 
clusively responsible for the creation of the money supply. 


Owing to the influence exerted by internal factors, the 
more or less stable situation prevailing in the first half of 
1952 began to show signs of a new inflationary trend in 
the second half of the year. During that period the public 
works programme brought about greater purchases of 
bonds from the Government and official bodies by the 
Banco de México and, on a smaller scale, by private banks. 
During the same period the continual public demand for 
credit and the operations connected with agricultural and 
industrial development gave rise to an expansion for the 
banking system as a whole. 


However, in the course of 1952 the absorption factors 
of the money supply, which had previously begun to ac- 
quire growing importance, continued to exert their influ- 
ence. The sale of bonds to the public—by semi-official and 
private financial institutions—was very substantial, sav- 
ings and time deposits grew, and the capital and reserves 
of commercial banks increased. 


In 1953 the behaviour of the internal factors differed 
considerably from 1952. Loans to the private sector con- 
tinued to rise, but the public sector neutralized this growth 
by reducing its credit supply and increasing deposits in 
the central bank. The other internal factors of absorption 
operated in the same manner as formerly. 


Between 1947 and 1951 prices followed the upward 
movement of the money supply, although with a certain 
delay. They were stabilized in 1952-53, notwithstanding 
the fact that in the first of these two years there was an in- 
crement of some size in the money supply. (See table 85.) 


In Mexico both the development of monetary affairs 
and the course of the inflation, which was checked in 1952- 
1953, were affected by certain factors with peculiar fea- 
tures. The rise in prices until 1951 was largely influenced 
by the rate of investment, especially that of the public 
sector. But the high investment level was not matched by 
a proportional increase in the gross product, a contrast 
which explains the variations in the yield per unit of 
capital. From 1939 to 1945, the obstacles to investment due 
to the uncertainty of external supplies coincided with 
profits from previous basic investments, thus providing a 
high yield per unit of capital. After the war there was a 
revival of basic investment, at first somewhat unproductive 
per unit of capital. In addition, the existing capacity was 
not fully utilized, partly owing to foreign competition and 
partly because easier investment conditions made it pos- 
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Table 85. Mexico: Indices of money supply, 
wholesale prices and wages 1 


(1948 = 100) 4 


Years and quarters Money supply* Wholesale prices Wages 
ee a SS 


1946 eae ae 88.0 88 84 
OAT aeraetretcsor: 87.6 93 91 
19437 Eee ee 100.0 100 100 
TOAD. A eon, eter H12E5: 110 109 
1950522 oe 154.3 120 118 
TO5IR oo cee 173.9 148 131 
1952: 

[aera 168.6 155 i 

lin eeteoeee 159.4 156 a3 

Tile eres 167.5 153 139 

LV Soc thoes: 182.1 152 142 
1953: 

Tea eee 186.0 148 136 

Tie. ee 180.0 150 es 

TU Sete ees 182.4 153 

[Veer roe Az 153 


Source: International Monetary Fund, International Financia | 
Statistics. 
* Balances at the end of each period. 


sible for a margin of capacity to be left available for 
future expansion.”” 


As already noted, public investment represented a high 
proportion of the total. The available data reveal that the 
substantial public investment was not financed with pro- 
ceeds from heavier taxation of classes receiving profits, 
dividends and rents. The source appears to have been both 
a redistribution of public expenditure favouring invest- 
ment rather than consumption,?® and the use of credit 
facilities, especially from 1947 to 1949, 


In addition to these facts, which are themselves of an 
inflationary nature, there was a decline in consumer goods, 
while those intended for investment increased. It is thus 
clear that the increment in the money supply should have 
been followed by a rise in prices. The fact that the latter 
was not so sharp as the former, and did not cause the 
acute inflation existing elsewhere, was due to other factors 
connected with the redistribution of the gross product, as 
a consequence of the inflation itself. 


Mexico demonstrates a peculiar functional distribution 
of the gross product, which results in the sector earning 
profits, dividends and rents maintaining a higher propor- 
tion of the total than the working class sector. This pro- 
vides wide scope for investment in the Mexican economy, 
since the classes benefiting from the distribution are those 
with the greatest capacity for saving. But the income distri- 
bution itself removes incentives for private investment 
through its effect upon the demand of the less favoured 
classes and, consequently, on total demand. This situation 
does not appear to provide for optimum consumption, so 
that investment and income record the highest levels con- 
sistent with the available real resources and technical 
progress. Thus the savings of the profit-earning classes 
have increased only in an absolute sense, owing to higher 
income, but maintain a more or less steady proportion, 
that is, they save more, but not at a higher marginal rate. 


** Economic Survey of Latin America, 1951-52, p. 74, 
= bid. peso. 
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dence, the large share of the gross product represented by 
nvestment is mainly determined by the public sector (45 
ser cent of the total in 1950 and rather more in subsequent 
years). Public investment also partly fulfils the function 
yf stimulating private investment. 


Monetary and banking policy has also played an impor- 
‘ant part in moderating the pace of inflation in Mexico. 
Special measures were adopted in September 1949, when 
the monetary situation was in a state of great liquidity. 
[hey required banks from that date to hold cash reserves 
against increases in deposits at the central bank. An excep- 
lion was made of up to 70 per cent which banks were 
authorized to invest in securities and in credit sectors ap- 
proved by the central bank. Thus began a wider system 
of quantitative and qualitative credit controls. Modifica- 
tions were introduced in January and June 1951, and it was 
finally laid down that 100 per cent of the reserves against 
deposit increments would remain totally blocked in the 
central bank. In 1952, without any modification in this 
system, rediscount facilities were granted in view of the 
change in the monetary situation. 


Open market operations were complementary to this 
policy. The public purchase and sale of bonds was accom- 
plished in accordance with the supply of currency. Thus, 
the policy of monetary regulation was almost exclusively 
directed towards the control of bank cash reserves and the 
diversion of available resources towards the credit or in- 
vestment sectors indicated by the monetary authorities. 
The substantial credit expansion in recent years has prob- 
ably had less inflationary effects than would have ensued 
if the above measures had not been adopted. 


This background provides an understanding of the 
change during 1952-53 in Mexican monetary and fiscal 
policy and their effect upon the domestic economy. Two 
interesting facts deserve special emphasis, the important 
role of public investment and the reasonably effective 
measures to control credit. 


The first of these facts accounts for the consequences of 
the austerity policy undertaken by the authorities, which 
began, early in 1953, with a temporary paralysation of 
public works projected and in execution. Official state- 
ments declared that this first stage would be followed by 
a corresponding integration of monetary and financial 
policies, aimed at maintaining stability without neglecting 
the credit required for economic development. 


In the first half of 1953 there was a.substantial reduc- 
tion in expenditure on public works. The consequences 
appeared rapidly in the specific form of a contraction in 
the effective demand. This naturally led to a decline in 


sales, employment, industrial output, building, the total of 
wages paid by industry, prices, and so on. (See table 86.) 


The decrease in export values also contributed to this 
state of affairs, mainly owing to the slump in prices, since 


the quantum remained almost the same as the previous 
year. 


There can be no doubt ihat lower investments in the 
public sector influenced those of the private sector, and 
that there was, in consequence, a downward trend in in- 
vestment as a whole. 


It appears that the aim has been achieved of relieving 
the public finance situation and attaining stability by can- 
celling the budgetary imbalance and the inflationary pres- 
sures caused in previous years by rapid growth. This was 
accomplished by a steady and gradual process of com- 
pulsory saving. 


In contrast, no success seems to have been achieved as 
yet in maintaining a rate of growth by encouraging private 
enterprise through a liberalized credit policy. In February 
1953, in view of the stabilization of the money supply and 
the reduction in effective demand caused by the suspension 
of public works, the proportion of cash reserves which 
banks were required to deposit with the central bank was 
reduced to 30 per cent. A sharp increase in loans granted 
to private enterprise was recorded in consequence. 


There is an apparent contradiction between this increase 
in credit to the private sector and the weakening of the 
effective demand. The problem disappears, however, when 
the main purposes of the increment in bank loans are 
examined. Firstly, a part of these larger credits was used 
by merchants and industrialists both to maintain stocks 
and to liquidate debts for previous operations of this na- 
ture, which did not, as a general rule, provide fresh in- 
come. Greater importance must probably be attributed to 
the increase in agricultural credit, which, by the end of 
the year, reached a sum of 500 million pesos, out of the 
1,000 millions estimated as the over-all increment for the 
private sector. For climatic reasons, however, production 
remained stationary and was not consistent with the ex- 
penditure. Of the increment allotted to industrial activ- 
ities, 200 million pesos seem to have been used to renew 
uncancelled credits and the remaining 300 millions for the 
maintenance of stocks. 


Thus it is clear that, despite the attempts to revive pri- 
vate enterprise as a means of offsetting the depressive 
effects of the change in public investment policy, the real 
factors of the economy entirely prevailed over the mone- 
tary element. 


Table 86. Mexico: Indices of economic activity 


(1939 = 100) 
Sales in Quantum of ; Total of Building in 
i i i Industrial ndustrial the Federal 
St operon’ » Leap bplevibent : sdaes™ 'D istrict 
Ai cea MOOR 372.8 195.9 131.0 420.1 612.4 
ee ead 5), Liisigteres 5 410.3 195.8 130.3 450.4 720.6 
Monae, Oe at 380.6 191.1 125.8 447.4 728.3 


et 
Source: Secretaria de Economia, Barometros Econdémicos. 


@ Monthly averages, first nine months. 
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Internal factors 
Years and External : 
quarters factors Public 
Total sector 
(A) (B) (C) 

LOAG se os terete as) 5.4 — 2.8 
OATS ereee — 6.4 ADealh 13.0 
TOG. A. eee — 6.5 36.4 27.4 
1949'S. 6 <5 —11.2 54.8 30.1 
LOS 0 Rasen Bios) 56.8 43.4 
TOS 1, Marae cee 65.38 41.1 39.7 
1952 

Lilstam tea —13.8 3.9 3.9 

II —17.5 —43.6 —115.58 

Ill —14.6 IDAY 87.4 

L Vines ucts — 6.1 181.0 121.8 
1953 

Os eens — 2.7 181.7 90.0 

(ite eee Be 232.4 101.6 


Source: International Monetary Fund, Inter- 
national Financial Statistics. 


General notes: see table 62. 


Two factors which have affected the pattern of domestic 
prices must not be omitted. Some influence on the down- 
ward movement was exerted by Government price controls 
and subsidies granted to certain products. Bank credit, by 
being channelled towards payments for the maintenance of 
stocks and for the restoration of the liquidity of private 
companies, undoubtedly exerted sufficient influence to pre- 
vent the fall in prices from being sharper, and to cause 
some recovery in mid-1953. 


In Mexico, the implementation of the projected pro- 
gramme constitutes an energetic official reaction to irregu- 
lar economic growth and to the inflationary pressures and 
imbalance affecting the domestic economy. The proposal 
to give public investment a role merely complementary to 
that of private investment will have to face up to the fact 
of the high proportion which the public sector had ac- 
counted for in total investment and to the risk of a perilous 
economic relapse. 


There can be no doubt that the immediate evolution of 
monetary affairs in Mexico is closely linked to the rate of 
public investment. Public works were resumed during the 
second half of 1953, but for the year as a whole there was 
a definite drop, estimated at some 700 million pesos, in 
relation to 1952. 


10. Paraguay 


The exceptional upward movement attained by inflation 
in Paraguay was undoubtedly due to the force of internal 
factors, which operated almost to the exclusion of all 
others between 1946 and 1949. During 1950 and 1951, 
however, external factors caused a substantial increase in 
international reserves, thus contributing greatly to the 
growth of inflation. At the same time, internal factors 
continued to create money at an unabated rate, and this 
process became far more rapid in 1952 and 1953, when 
the pressure from external factors weakened and caused 
losses in reserves. For the over-all period 1946-52 there 
was thus an exceptional rise, equivalent to 978 per cent, 
in the currency in circulation. (See table 87 and chart 


XLVIL.) 


Table 87. Paraguay: Sources of money supply 


(Millions of guaranfes) 
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Net variation Aggregate 
in money money 
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Money 
Private supply 
sector absorbed (—) rp aes 
(D) (F) 


8.2 2.3 9.0 65.1 
12.7 —10.2 9.1 74.2 
8.7 — 12 28.7 102.9 
24.7 12.6 56.2 15931 
13.4 — 139 82.4 241.5 
1.48 CE 179-1 420.6 
/ 41.2 51.1 471.7 
TED 170.2 109.1 529.7 
34.6 67.8 175.2 595.8 
99:2 41.3 216.2 636.8 
91.7 
130.8 


@ Refers only to central bank figures, since 
data from commercial banks is not available. 


b May. 


Among internal factors the public sector was predomi- 
nant. The increase in the money supply created in that 
sector during 1952 was particularly heavy, totalling 121.8 
million guaranies as against 39.7 millions in 1951. In 
May 1953 the figure stood at 101.6 million guaranies. Bank 
credit to the private sector also rose considerably during 
the last two years. The situation is even more striking if 


‘ cost-of-living indices are included, since they show a rise 


of 2,105 per cent between 1946 and July-August 1953. 
(See table 88.) 


The experience of Paraguay perhaps represents the best 
example of an inflation of costs, principally engendered 
by the fiscal imbalance. Budget deficits, bank loans and 
occasionally, as seen above, a favourable balance of pay- 
ments all lead to an extremely simple process, given the 
strictly parallel movement of the increase in money supply 


Table 88. Paraguay: Indices of money supply 


and cost of living 
(1948 = 100) 


Years and quarters Money supply Cost of living 
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Eee ae Gees AeA obs 100.0 100 
LOAGE S38) SMe Bree eee eRe 154.6 135 
E950 ers ukenusters cere: 234.7 231 
DS asc Beet ond MR aeS Fan TEEs a vas 408.7 316 
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Source: International Monetary Fund, International Financial 
Statistics. 


* Average, July-August. 
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and the rise in prices. All these factors exert pressure in 
he same way: nominal salaries naturally travel in a simi- 
lar direction, exerting pressure on prices or being sub- 
ected to their upward influence. 


Although the funds accruing from the expansion were 
ised to some degree for development purposes, in general 
such balances were increasingly applied to finance the 
regular fiscal deficits and the higher wage scales. Apart 
rom the well-known price and wage spirals and the typical 
shenomena of redistribution, the most significant result 
was the decline in the national product. According to some 
sstimates the total for 1952 did not even equal the national 
product figures for 1950.14 Paraguay thus presents a pic- 
ure of real impoverishment linked with the most acute 
nflation in Latin America. 


Monetary policy, as such, had only a slight moderating 
ffect on the inflation and had to be concentrated on export 
rends, prejudiced by high costs, and on imports stimu- 
ated by the growth in the money supply. These factors 
ed to the currency devaluations of 1950, 1951 and 1952. 


The new Central Bank, whose statutes give it powers far 
vider than those of a strictly monetary nature, began op- 
rations in July 1952. In January 1953 its powers were 
xtended under an economic and development stabiliza- 
ion programme aimed at ensuring a balanced fiscal budget 
nd at limiting new increases in bank credit. A severe re- 
trictive policy achieved a reduction of money in circu- 
ation during the first two months of 1953, but a relaxation 
f these restrictions resulted in a rise in the money supply 


14 See Banco Central del Paraguay, La Renta Nacional del Para- 
way en 1952, Asuncion, 1953. 
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for the first quarter of that year. This was caused by an 
increase, which became more intense in the second quarter 
of 1953, in bank credit to both the public and private 
sectors. It was estimated that the rise in the money supply 
in the first eight months of the year was over 44 per cent. 


The obvious difficulties of curbing a rapid inflationary 
spiral abruptly are readily apparent in the case of Para- 
cuay. As a result of high price levels and costs arising 
from the inflation, the restrictions applied by the Central 
Bank led, paradoxically, to an acute shortage of money 
in circulation in the midst of Latin America’s most acute 
inflation. 


The freezing of prices and wages, decreed by the Gov- 
ernment at the beginning of May 1953, is reflected in 
the cost-of-living indices, which showed a momentary 
stabilization and even a slight decline until August. Once 
this period of control ended, however, and the contained 
pressure of the inflationary forces was partly freed, there 
was, with official sanction, an immediate rise in the prices 
of numerous essential commodities, a rise which reached 
100 per cent in the case of meat and 50 per cent for sugar. 
As a compensatory measure the Government ordered a 
general increase of 20 per cent in wages and salaries,”° 
which was thus additional to the increments granted sev- 
eral months previously. 


These measures, linked with others such as the estab- 
lishment of a Supply Commission which sold foodstuffs in 
the open market at fixed prices, thus had only a temporary 
effect. It was necessary to raise the level at which prices 
were frozen and of official prices. 


16 Fortnightly Review, 3 October 1953. 
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However, the price increases were less sharp than the 
rise in the money supply through the influence of the 
satisfactory supply of imported goods. At the beginning 
of August, authorized imports reached a value of over 
25.3 million dollars, excluding licences granted for the 
import of more than 5 million dollars’ worth of goods 
“with private exchange”. This was substantially in excess 
of the total laid down in the foreign exchange budget. Most 
of the surplus was used for wheat and flour imports. 


A further favourable factor in moderating the course 
of inflation was the sound position of public finances—a 
situation which had not occurred for many years. This 
enabled an equilibrium to be maintained between revenues 
and expenditure and also payments on the public debt 
to be resumed after more than two years’ suspension. 


In November 1953 the Central Bank decreed new regu- 
lations to restrict bank credit. They limit both the debts 
which commercial banks may incur with the Central Bank 
and also the amount of credit which may be granted to 
individual clients, prior authorization by the Central Bank 
being required in some cases. 


These factors may have a favourable influence on the 
course of inflation. However, their success will partly 
depend upon progress in domestic production of con- 
sumer goods, affected by adverse climatic conditions, and 
on the capacity to import, which is threatened for the 
same reason. The decline in exports was apparent in the 
first eight months of 1953, when foreign exchange income 
amounted to only 19.5 million dollars, as compared with 
a total of 37.6 millions estimated in the budget for the year. 


An increase in the production of consumer goods would 
be one basic solution to the problem of inflation. Certain 
plans considered by the Government forecast substantial 
investments, both in dollars and guaranies, to establish 
sugar production, an alcohol distillery, a pulp and paper 
mill, an electric power station, etc., whose results will 
depend upon the success of their productivity and their 
financing. If capital is obtained through a fiscal deficit 
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or by means of bank credit, it is obvious that the immediate 
influence of such investments may be decidedly inflationary 
and add new force to other expansive factors. 


11. Peru f 


In 1953 the influence of internal factors upon the rise 
in the money supply showed an upward movement, since 
much heavier losses of international reserves occurred than _ 
in 1952. Broadly speaking, this increase continued at the 
same rate as in the past, when—with the exception of 1946 
and 1950—the balance of payments was favourable. 


The expansion of the money in circulation and the 
progress of inflation were very rapid during the war years. — 
They were influenced firstly by higher exports and the | 
import decline and, secondly, by the increase in bank in- 
vestments, mainly caused by the credit granted to the pub- 
lic exchequer. Prices and the cost of living rose sharply, — 
although to a smaller extent than the money supply. In — 
1944, owing to the high capacity to import and the plenti- 
ful money supply available, the balance of payments be- 
came unfavourable, and the Peruvian Government decided 
to intervene in the foreign exchange market. This decision 
is worthy of note, since it marks the beginning of a period 
during which foreign exchange policy varied considerably, 
culminating in the introduction of a free exchange system. 


During the early years of the post-war period the up- 
ward movement of the money supply slackened somewhat 
—although, in 1949, external accounts showed a substantial 
credit balance—as a result of changes in public finance 
policy, an increase in savings, and other factors of ab- 


sorption. (See table 89 and chart XLVIII.) 


While, however, the rate of increase of the money sup- 
ply slackened immediately after the war—at least until 
1950—wholesale prices and the cost of living rose far 
more sharply up to 1951, a year in which there was also 
a substantial increment in the money supply. Inflation, 
therefore, became sharper during the period 1946-51. 


Table 89. Peru: Sources of money supply 


(Millions of soles) 
ee a a ae 


Years and External tiles Soot 
quarters factors Public 
Total sector 
(A) (B) (C) 
N9AG Sree ncn os — 11.2 318.3 80.3 
OA er ons cq: 7.4 Dee 72.0 
ORS See ee 59.4 170.0 19.3 
N949, FS... 216.9 214.8 — 32.5 
1950 Fe — 41.1 280.0 — 96.5 
LOG rae kos 219.5 642.8 110.7 
1952: 
torr oie = 4e al 279.4 33.8 
9 Eo 50.0 563.7 117.6 
NO em eee 32.5 676.5 108.0 
Veet at ih fos} 790.9 To 2a 
1953: 
yee eee She 220.8 — 59.4 
Wis Seley = sys) 409.9 140.3 
| ese anc —132.5 499.0 143.4 


= Money Net variation Aggregate 

aot NR Ah A eee 
ed (— u 

(D) (E) “e "oO 
238.0 = 25,0 282.1 1,347.7 
140.7 8.8 233.4 1,581.1 
150.7 =r3ikil 198.3 1,779.4 
247.3 —293.3 138.4 1,917.8 
376.5 78.8 Sian, 2,235.5 
532.1 BBS) 507.0 2,742.5 
245.6 — 69.4 180.9 2,923.4 
446.1 — 245.1 368.6 3 uLdeT 
568.5 —214.4 494.6 35,2316 
638.2 —310.0 463.6 3,206.1 
280.2 aed 149.8 3,355.9 
269.6 —216.0 136.4 3,342.5 
355.6 a6 254.9 3,461.0 


$s 


Sources: Economic Commission for Latin America, based on data from the Banco Central de 


Reserva, Boletines and Memoria Anual. 
General notes: see table 62. 


hapter IV. The monetary situation 


103 


Chart XLVITL 
PERU 


(Natural scale) 
Millions of soles 


INTERNAL FACTORS 


EXTERNAL FACTORS 


: DM JSO My SD 
1946 1947 « 1948- 1949 1950 1951 1952 1953 


Conversely, from 1952 to 1953 the money supply in- 
sreased 26 per cent, the cost of living rose 18 per cent 
ind wholesale prices only 7 per cent. (See table 90.) 
[hese upward movements, especially those of the cost of 
iving, are not inconsiderable, but since they are lower than 
n previous years they may indicate that the course of 
nflation is tending to decline. It is, however, not certain 
hat this trend continued during the final months of 1953. 


Table 90. Peru: Indices of money supply, 


wholesale prices, cost of living and nominal wages 


(1948 = 100) 
Money Wholesale Cost of Nominal 

Years and quariers supply prices living wages 
eLONOS See tee ed. 59.2 59.1 51.0 
NTE 3 i are 88.9 79.7 76.4 78.0 
AS TON Hee kN 100.0 100.0 100.0 100.0 
DAD Aah OF... thsi aie 107.8 139.7 114.8 129.0 
"SOE Recs none 125.6 163.1 126.2 ss 
SS eee soe 154.1 192.4, 141.8 
952: 

line eae eee 164.3 199.5 147.6 

Wheat eee 174.8 203.8 149.8 

TUE eS 181.9 203.1 153.4 

VAT. Hee et 180.2 197.3 155.6 
953: 

| (eek cette ee 188.9 198.3 157.6 

10 rates BP eee 187.8 204.7 165.4 

GA ein Sete a 194.5 204.4 168.8 

Visi coarceaiatones 199.0 207.9 169.9 


Source: Banco Central de Reserva, Boletin. 
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During the recent past, monetary events in Peru have 
turned on the Government’s foreign exchange policy, which 
found its most significant expression in the abolition of 
controls towards the end of 1949. It is therefore desirable 
to give a brief summary of the events leading up to this 
measure, which constitutes a marked exception to the 
policy prevailing in Latin America as a whole. 


After a long period of relative freedom of exchange, 
and at a time when the trade balance had become un- 
favourable, the Government decided early in 1945 to 
intervene in the market. This it did through a committee 
responsible for granting export and import licences and 
for supervising foreign currency sales by banks. In No- 
vember, a commission to control foreign trade (Comision 
de Regulacién del Comercio Exterior) was established, to 
be replaced a year later by the National Council of Foreign 
Trade (Consejo Nacional de Comercio Exterior). 


Since consumer requirements for imports were very 
heavy as a result of the perk-up wartime demand and the 
stimulus provided by domestic inflation, import controls, 
to judge by the increasing proportion of applications re- 
jected, became steadily tighter. In June 1947, imports 
regarded as luxury goods—and listed as such—were en- 
tirely prohibited, while at the same time foreign currency 
at the free rate of exchange was granted for foodstuffs 
and other necessities. Goods neither prohibited nor in- 
cluded in the priority categories could be imported with- 
out prior authorization, using free foreign exchange at a 
rate which was then double the official rate. 


This system underwent various changes and reforms 
which were designed to tighten the restrictions but failed 


. 
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to achieve the anticipated equilibrium in the trade balance 
or currency stabilization. The chief obstacle lay in the 


internal inflationary pressures, mainly exerted by the 
public sector. a LU BRO 


The..first step towards slackening controls was: taken 
with the decree of 6 September 1948, establishing. a 
national foreign exchange fund. In addition to foreign 
exchange from other. sources, 65 per cent of all such 
income from exports was allocated to the fund. The re- 
maining 35 per cent was retained: by the Banco Central 
de la Reserva as a deposit against surrender of foreign 
exchange certificates. Foreign currency in the fund, at the 
official rate of exchange, was used to import category “A” 
or essential goods, for foreign exchange payments by the 
Government and official bodies, for contractual services 
and costs of non-exporting bodies authorized to be paid 
in foreign exchange, and for servicing foreign invest- 
ments in Peru. Foreign exchange certificates could be 
freely negotiated by exporters, and the exchange received 
for them was available for the import of goods belonging 
to less essential categories or for other services. The 
Central Bank imposed a surcharge of 3.50 or 10 soles per 
dollar, according to the class of goods to be imported, 
and the revenue thus obtained was earmarked for the 
amortization of obligations contracted by the Government 
with the Central Bank to finance food subsidies, to con- 
tinue paying these subsidies, and to increase the capital 
of the development banks. Certificates were negotiable for 
30 days, after which time they could be exchanged only 
at the Central Bank for their value in soles at the official 
rate of exchange. 


Successive modifications of this decree—the first of them 
only three months after it had come into force—gradually 
abolished or relaxed controls. In December 1948, the quota 
of foreign exchange in certificate form was raised to 55 
per cent, the surcharges on exchange were discontinued, 
and the licence to import non-prohibited goods was no 
longer required. Despite these modifications, the 45 per 
cent retained by the Central Bank proved to be excessive 
and resulted in an accumulation of foreign exchange, while 
the import quota was insufficient. The dollar quotation for 
certificates which had stood at 15 soles in November 1948 
rose to 22 soles in July 1949, This depreciation was also 
influenced by the downward tendency in world markets, 
which affected some Peruvian primary commodities, al- 
though exporters were compensated by the rate of ex- 
change. 


In August 1949 it was decided to abolish the retention 
of the 45 per cent of export earnings in foreign exchange 
which the Central Bank declared to be surptus. The pound 
sterling fulfilled this condtion and, with the addition of 
similar treatment for mineral exports, 75 per cent of all 
exports remained in the system of entire payment by 
means of certificates. 


The decree-law of 11 November 1949 suspended the 
oficial par value of the sol and raised to 100 per cent 
the surrender of certificates for all classes of exports. 
Thus the scope of the market for certificates widened with 
the greater inflow of foreign exchange, causing a down- 
ward trend. Foreign exchange quotations, after the rise 
in July 1949 to which reference has been made, showed 
the same tendency. In March 1950, dollar bills were being 
negotiated at 14.90 soles and certificates at 14.20, 


., tion, are linked to the credit policy of the Central Bank, 
to the domestic control measures adopted by the author- | 
"ities, and to the pattern of public finance. It should be | 


.. The results of this system, during its four years of opera. 


noted that the immediate effect was necessarily a rise in 
prices, since the systém sanctioned a devaluation of the 

sol, thereby increasing import prices. This upward ten- | 
dency was further strengthened by the abolition of food | 
subsidies (with the exception of wheat), by the repeal of » 
domestic price controls (except on bread and fuels), and _ 
by a general increase in salaries and wages of civil serv- 
ants and Government employees to compensate for thal 
probable rise in the cost of living. 


The upward movement of prices was very marked i 
1950 and 1951. In addition, it should he recalled that _ 
events in Korea led to increases in export and import prices" 
during that period. Thus, when exporters did not sell all 
their certificates, owing to a surplus in supply, the certifi- - 
cates were absorbed by the Central Bank by issuing cum 
rency; the Bank then sold the foreign exchange at a later~ 
date or kept it as a reserve. At all events, imports were — 
encouraged, and even more so by a gradual relaxation 
from the second half of 1950, of the controls then in force. 
The policy of the Central Bank was inspired by two con- 
tradictory requirements. The first was to curb domestic - 
inflation, which was being fostered by the acquisition from — 
exporters of the foreign exchange unused within the ap- 
pointed term, and the second to avoid disequilibrium in the 
trade balance. Thus the Central Bank at one time ceased 
to acquire part of the surplus foreign exchange—a part 
which exporters could freely negotiate from March to May 
1951—and at another (28 May 1951) the period of nego- 
tiability was reduced from 60 to 15 days, thus compelling 
exporters to make effect sales. While in the first case the 
issue of new money was arrested, in both instances imports: 
received a stimulus, since the hurried negotiation of for- 
eign exchange imposed by the second measure enabled 
importers to acquire foreign currency more easily. 


The pressure of imports resulted in an unfavourable 
trade balance in 1950 and 1951, but this did not imply 
absorption of the money supply by external factors. In 
1951, for example, the balance of payments was extremely 
favourable, owing, among other reasons, to an inflow of 
foreign capital. Internal factors also caused an expansion 
in the money supply, especially in 1951, through the in- 
crease both in bank credit and in loans to the Government. 


During 1950 and 1951, therefore, the aims of equili- 
brium in the trade balance and monetary stability were not 
achieved. The imbalance and the rise in prices which fol- 
lowed would have been greater still but for the interven- 
tion of the credit policy of the Central Bank, which, on 
occasion, used its authority to vary the minimum obliga- 
tory cash reserve of the commercial banks. This occurred, 
for example, in March 1951, when the commercial banks 
were required to deposit additional cash reserves. These 
measures were renewed in December and caused an imme- 
diate restrictive effect lasting for several months, for which 
reason they were no longer applied. 


Finally, another factor which encouraged imports was 
the credit granted by foreign exporters. 


The rate of exchange remained at a relatively stable 
level, owing to the abundant supply of foreign exchange, 
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nd there was even an occasion—at the end of 1950 and 
1¢ beginning of 1951—when the Central Bank intervened 
) prevent too high a value for the sol. 


During 1952 and the first quarter of 1953, despite a 
leady increase in the money supply due exclusively to the 
ction of internal factors, greater price stability was 
chieved. Over the same period the firm equilibrium in the 
xternal value of the sol was maintained. Both the very 
dequate supply of imported goods of all kinds and the 
eady availability of foreign exchange were the determin- 
ng factors. In addition, the Central Bank continued to 
ursue a policy of moderating the expansive forces from 
ime to time. Furthermore, a large proportion of the in- 
rease in bank credit was absorbed by the Government. 
\lthough this constituted an inflationary factor it de- 
lected monetary resources from the private sector, which 
yas adversely affected by the shortage of funds at a time 
vhen intensified business activity required greater liquid- 
ty. This was the reason why the Central Bank was unable 
o continue its restrictive measures over a long period and 
vhy those measures were relaxed as soon as some result 
iad been achieved. 


In April 1953 the free exchange system began to be 
eriously put to the test. While it cannot be said that the 
elative stability was only apparent, it contained potential 
orces which might at any moment create disequilibrium. 
his in fact occurred from the spring of 1953, when a 
shange took place in the external factors, which had previ- 
yusly been propitious. 


The fall in world prices for some strategic materials 
ffected several staple items in the Peruvian export trade 
‘cotton, lead, zinc, sugar), while it increased the pressure 
f the import demand. Thus the rate of exchange for the 
ol began to decline, reaching a quotation of 22 to the 
lollar in January 1954. The advantage exports derived 
rom this monetary depreciation was insufficient to modify 
he process, nor was it adequate to curb imports. It is 
sstimated that the debit in the trade balance may have 
‘eached 80 million dollars at the end of 1953. 


In the domestic sphere, the expansion of the money 
upply continued through the increase in bank credit, a 
onsiderable share of the increment corresponding to the 
sublic sector. The plentiful supplies of foodstuffs and im- 
sorted goods in great variety—in some cases stocks were 


Table 91. 


estimated as adequate for two years—have limited the' tise 
in. prices. SO ris Ane ; Hi 


The outstanding problem of Peru’s present monetary 
and exchange situation appears to lie in the dispropor- 
tionate increase in imports and the consequent repercus- 
sions on the sol quotation and the trade balance. This is 
closely allied with the internal factors, however, in sd:far 
as inflation. stimulates the demand for foreign exchange 
and imported goods. STRING 


To sum up, the factors determining inflation and its 
course appear to be public finance, investment, bank credit 
policy, and wages. ‘ 


If the pattern of public finance is judged only from the 
viewpoint of balancing the budget, its evolution in recent 
years presents a favourable aspect. Indeed, after the re- 
peated deficits of the early post-war years, the ordinary 
budget has closed with consecutive surpluses. (See table 


91.) 


Another favourable factor is that, judging by the gross 
product data, the proportion of the ordinary budget to the 
gross product is tending to diminish or, in other words, 
the increase in income is greater than that in public 'ex- 
penditure. Despite this trend, net public expenditure’ al- 
most quadrupled between 1946 and 1952. Furthermore, 
these data refer to the ordinary budget, in which, since 
1951, there is no mention of special or extraordinary ex- 
penditure to which resources of the same nature have been 
allotted. in 1952 these resources amounted to 669 million 
soles, and are estimated at 1,042 millions for 1953. 


Considering the aggregate figures, therefore, it is pos- 
sible that the budget deficit has not been eliminated. It is 
interesting to note that in 1953 it was necessary to issue 
bonds to pay public works contractors and that the Gov- 
ernment sought and obtained from Congress authority to 
raise from 10 to 80 per cent the resources. from the 
advance margin that could be granted by the Central Bank 
to cover deficiencies in fiscal revenues. The ordinary 1953 
budget closed with a deficit of 182 million soles, to which 
must be added extra-budgetary expenditure of 117.5 mil- 
lions, the over-all deficit thus reaching 300 million soles.*® 
Another example of the lack of liquidity in the national 
treasury is afforded by the growth of bank loans to the 


16 The President’s Message to the Nation of 22 February 1954. 


Peru: Revenue and expenditure of the normal budget 


(Thousands of soles) 
nnn LL EEEEE 


Revenue ; 
Years ; : Expenditure Balance 
Direct Percentage Indirect Percentage Monopolies Percentage Tolal revenue 
taxation ‘ taxation and exports 
F 0 24.4 374,471 45.1 79,597 sek 609,226 617,193 — 7,967 
eng as 19.3 309,762 33.1 104,464 11.2 929,784 934,679 — 4,895 
HOA SI veces «.- 245,010 24.0 358,846 Bail 125,822 ies 1,021,106 1,050,901 —29,795 
POA OME cent: 283,379 24.1 441,984 Sik) 149,667 WPA 7 1,175,197 1,138,917 en 
O50 Meee 364,406 A gl 826,484 47.8 197,624 11.4 UNS 1,681,539 ore 
TOS eee: 437,357 20.3 1,224,103 56.9 217,393 10.1 2,151,265 1,979,937 rp 
LOS Zier stat fe 611,060 PTL 1,111,607 50.3 226,694 10.3 eee 2,199,911 ihe 
1953 are ae i : oh : ws as 2,038,000 a 


Source: Banco Central de Reserva del Peru, Boletin. 


s Approved budget. 


106 Part I. The gross product, foreign trade and the monetary situation 


certain imported goods. During 1953 the Central Bank 
several times exercised its right to raise the marginal re- 
serve requirements of the banks. Finally, draft reforms 
of the tax system to raise income tax have been submitted - 
for the consideration of Congress. \ 


public sector. (See table 89.) These factors all warrant 
the statement that public finance has constituted an in- 
flationary factor in recent years. 


The proportion of investments to the gross product is 


most unusual. No data are available by which to estimate 
the share of savings in total investment. There can be no 
doubt, however, that the contribution of bank credit is 
considerable, as far as public and private investments are 
concerned. Foreign capital, especially of a private nature, 
has been invested in mining and petroleum, that is, in the 
production of export commodities. Meanwhile the Gov- 
ernment has financed public works and development pro- 
jects through a domestic debt issue, largely absorbed by 
the Central Bank, although the total amounts to a very 
moderate sum. Private investments have in general been 
of a speculative nature, as indicated by the accumulation 
of imported stocks and the boom in building. 


In the shaping of bank credit policy the greatest advan- 
tages were accorded to agricultural and stock-breeding 
activities, less by commercial banks or savings banks— 
whose investment in industry displays a pronounced up- 
ward trend—than by the development banks and other 
institutions. Commerce has received abundant credit fa- 
cilities. 

There are no recent data on the development of wages, 
which until 1949 showed a substantial rise. The share of 
wages and salaries in the gross product as a whole does 
not appear to have been modified over recent years, except 
for a slight increase in favour of civil servants and Gov- 
ernment employees generally. 


Recently, certain precautions have been made to prevent 
a further development of inflation and to correct the dis- 
equilibrium in the trade balance, which at the end of 


September 1953 showed a debit of 61.1 million dollars. 


The Superintendency of Banks has reduced the validity 
of foreign exchange certificates to five days. Once this term 
has elapsed, only the Central Bank can acquire them, at 
a discount of 2 per cent. Regulations have also been issued 
to limit the facilities granted for instalment sales of 


Wy 

Thus, although there are domestic inflationary pressures — 
and sharp tensions in the trade balance, there is no well- 
defined tendency in the chief factors capable of exercising — 
a decisive influence on an inflationary process which until © 
to-day has been contained within reasonable limits. It 
should be noted, however, that the Government has of- 
ficially announced its firm decision to prevent the develop- 
ment of inflation and to maintain the system of free ex- 
change.?” For this purpose Peru has obtained a credit of 
30 million dollars from the International Monetary Fund 
(12.5 millions), the U.S. Treasury Department (12.5 mil- 
lions) and a private U.S. bank (5 millions). The Fund 
thus intends to assist the Peruvian Government in its 
stabilization programme, allowing it “to maintain an ex- 
change system virtually free of restrictions on trade and 
exchange transactions’. 


In addition, the plan outlined by the Government in- 
cludes, briefly, the following objectives: a budget read- 
justment to reduce expenditure and increase revenues 
through new taxes; to limit public works to those already 
in progress and of an urgent nature, within the resources 
and specific income available, without resorting to other 
methods of financing or to the Central Bank; to restrict the 
growth of the money supply by supervising the growth 
of bank credit and avoiding the discount of bills in the 
Treasury. 


12. Uruguay 


During 1953 Uruguay has accelerated the moderate rate 
of increase in the money supply which has prevailed since 
1946. As a general rule, except in 1950, the pressure of 
internal factors has offset the negative or relatively neutral 
action of external factors, or when the latter factors were 


: *T See the President’s message, mentioned earlier, and Interna- 
tional Monetary Fund, International Financial News Survey, No. 33, 
26 Februlary 1954. 


Table 92. Uruguay: Sources of money supply 


(Millions of pesos) 
Se 


Internal factors 
External f 


Money Net variation Aggregate 


Years and quarters factors Public Private supply in money money 
(A) io nr De absornee (—) = pe mare 
L946. ieee 15 102 5 97 60 57 
_ 4 
LOA eerie men —113 135 31 104 1 23 44S 
ae PEARSE oat ies cnt ERA PAL 130 23 107 —107 44 487 
ae a sieiens ehelarere seals ARG ome 3 98 48 50 — 6l 40 527 
: PR aabElee cn. eh a 30 97 —352 114 641 
i, a eee —4 221 —116 —14 627 
| 0:0 SP en — 27 56 34 22 oo 
— 6 633 
40 MR iss os eee — 37 32 9 23 — 20 25 602 
i oe < s —A4 —16 12 A —ll 616 
ae 5.0. 1 eee —37 —26 —ll 39 60 687 
De LEMS a als afc wis et 14 25 38 13 
_ a 46 733 
Ht: See eR a ct Rihfia%s, aye 74 9 — 8 17 — 22 61 748 
AS oe st oe 17 3 —20 29 = 16 69 756 


Source: Basic data from International Mon 
é e- General notes: 
tary Fund, International Financial Statistics. ® July. CUE 
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favourable, as in 1952, they compensated for the incre- 
ments thus generated in the money supply. (See table 92 
and chart XLIX.) The very favourable balance of pay- 
ments, which in 1950 caused a substantial increase in 
international reserves, coincided with a similar large 
growth in the money supply from internal factors. How- 
ever, the absorption of funds (savings deposits, etc.) which 
took place during that year, while it did not prevent the 
increase in the money supply from being the highest 
during this period, prevented the exceptional degree of 
expansion which would otherwise have occurred. 


Uruguay’s inflationary situation differs from that of 
other neighbouring countries. In contrast, a reasonable 
level of stability has been maintained, as indicated by 
price indices. Of particular note, in 1947-50, was the firm 
level of the cost of living, in spite of the increase in the 
money supply during this period. In fact, while the unit 
index of the cost of living rose from 98 to 105 in 1949, 
sinking to 101 in 1950 (1948=100), that of the money 
supply showed an upward movement, reaching 131.6 in 


1950. (See table 93.) 


This stability coincided with a rise in nominal wages, 
particularly marked in 1950, which represented an ad- 
vance in real wages of 21.8 per cent in relation to 1947.** 
Thus the advantages resulting from the terms of trade, 
which in 1950 were unusually favourable, largely benefited 
the wage-earning class. Apparently this transfer of revenue 
was financed by the entrepreneurs from their profits. The 


18 See the section on “Cost of Living” (Costo de Vida), Estudio 
Je Precios y Salarios a través de los anos 1943-1952, Ministerio de 
Industrias y Trabajo, Montevideo, 1953. 
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Table 93. Uruguay: Indices of money supply 
and cost of living 


(1948 = 100) 


Years and quarters Money supply Cost of living 


LOAGhtia. <a atann otatretet. aes 84.2 85 
LL ee eee eee oe 91.0 98 
LOA Ge a RR eis Mahe 100.0 100 
LOAQ ae epee site cic sacs eens 108.2 105 
US 5] ae ere a oe, 131.6 101 
195 eee cc Sens eee 128.7 115 
1952: 
ere ot ene ne 130.0 127 
TPA ne re 123.6 129 
LUTE. ees ee. Se Be 126.5 133 
TVG 8O4) £24... OGY 141.1 136 
1953: 
L.narenad: bis aos 150.5 136 
EE: Wee. Besens. aknatetocss dors 153.6 137 
1 Sere Aa Pe ee tee ee 155.28 140 


Source: International Monetary Fund, International Financial 
Statistics. 


* July. 


higher costs therefore had no immediate influence on 
prices. 


The fall in wool prices and the paralysation of sales 
which continued until mid-1952, in addition to the heavy 
1951 imports, produced a substantial deficit in the balance 
of payments, and losses of monetary reserves. Notwith- 
standing that in 1951 and 1952 internal factors were the 


source of an abundant money supply, its total was reduced 
in this period by the absorption caused by increases in 
savings deposits and other accounts which immobilize 
funds. : 


The recovery of wool exports at the end of 1952, which 
continued into 1953, was insuflicient to cover previous 
losses, despite the facts that Uruguay’s exports reached 
a maximum during the first nine months of 1953, and that 
the favourable balance in this period stood at more than 
89 million dollars. 


The fluctuations in Uruguay’s foreign trade reflect those 
in its export commodity prices and in the world market. 
The need to maintain a high level of activity and full em- 
ployment has obliged the Government to grant export sub- 
sidies through differential rates of exchange which vary 
according to circumstances. Again, to reconcile the re- 
quirements of domestic supply with those of equilibrium 
in the trade balance it was essential to distribute available 
foreign exchange between the different types of imported 
goods, likewise by means of differential rates of exchange. 
Imports are further subject to anticipatory licences, a sys- 
tem established in 1941, and this requirement was ex- 
tended, in July 1947, to all categories of imports. It was 
partially abolished in 1950 owing to the heavy accumula- 
tion of foreign exchange in that year and to the outbreak 
of hostilities in Korea. This restriction was fully restored 
in 1951. Controls were strictly applied during 1953, pref- 
erential treatment being granted to food or health essen- 
tials and to the raw materials and equipment required by 
domestic industry. Exchange profits were applied to 
finance subsidies on some foodstuffs (meat, milk and 
wheat) and, to a lesser degree, on the production and 
export of other commodities. 


Certain contradictory factors have affected and are af- 
fecting Uruguay’s monetary position. The result of this 
interplay was limited development but freedom from in- 
flation, at least until 1951. In 1952 the rise in prices 
sharpened, to decline again in 1953. Nevertheless, towards 
the end of the year the relative stability appeared to weaken 
with a more rapid increase in the money supply, and the 
fiscal budget closed with a deficit estimated at 36.5 mil- 
lion pesos. Some pressure of the demand for higher wages 
was being felt in several labour sectors. 


An element which played an important part in pre- 
venting the development of intense inflation until 1950 
was the rigid system for note issues, established in 1939 
and later modified by the 1948 law authorizing redis- 
counts but limiting them to 50 million pesos. In November 
1950, this limitation was abolished for certain bills, but 
the rediscount portfolio of the Banco de la Repiblica did 
not rise above the prescribed sum until the end of 1952, 
and to a somewhat greater extent in 1953. In other words, 
a policy of moderation was also followed by the Central 
Bank. Nevertheless the recent policy of the Central Bank 
appears to be aimed at an increase of its power of issue. 
The 1950 law laid down new regulations for discounting 
bills and established a time limit of two years so that the 
portfolio of rediscounted bills could be adjusted to the 
new conditions in accordance with the law of 1948. How- 
ever, the time limit was extended to November 1954 at 
the request of the Central Bank. The Central Bank also 
asked for additional capital to raise its power of issue. 
Uruguay’s monetary system has, however, not provided 
the Central Bank with the means to control the credit 
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" reserve requirements for two years; it lapsed in November 


policy of the commercial banks. The only measure of this 
nature was introduced under the law of November 1944, 
which allowed the Government to modify the marginal 


1952, after several extensions. 


The factors most favourable to inflation, however, re- 
side in public finance, together with the structure of the 
budget, its size and its deficitary nature. 


In spite of the excess profits tax, the tax system may be 
described as regressive, in view of the predominance of in-— 
direct taxation, income tax being non-existent. A high 
proportion of the budget expenditure is accounted for by — 
civil service wages and pensions, and it has been estimated — 
that, out of a gainfully employed population of 1.2 mil- 
lions, as many as 350 thousand are State employees or 
pensioners. 


Revenue accruing to the Treasury has shown a sharp I 
increase in recent years, and the 1946-48 surplus has been 
followed by repeated deficits. (See table 94.) 


Table 94. Uruguay: Fiscal revenue and expenditure 
(Millions of pesos) 


Years Revenue Expenditure Balance 
1045 Geet. 124.8 146.4 —21.6 
1946.52 ot 169.2 167.4 1.8 
LOA en. oats 192.6 190.1 25 
1948). dceat cored 23200 231.5 1.0 
L940 TTT ee 244.7 256.9 =—12:2 
LOSO Ds vaevamiees: 280.0 306.6 —26.6 
LOST ete eater Soleo 367.0 — 9.5 
LEY ee eS 322.9 355.6 —32.7 
LO Ee eioey tomers 370.0 406.5 —36.5 


Source: Official communications to parliament. 


® Total of general budget. 
> Estimates. 


There are no data from which to establish the ratio of 
the fiscal budget to the gross product, but according to 
some estimates’ it was recently about 25 per cent. This is 
obviously a high proportion in comparison with that of 
the other Latin-American countries. 


It should be recalled that the ordinary budget covers 
only 50 per cent of all expenditure, since outlays for road 
building and upkeep, housing projects and social security 
funds are not included, nor is expenditure on exchange 
subsidies, public works investments financed with bonds, 
and municipalities or nationalized entities. 


The increases in public expenditure have mainly fol- 
lowed rises in wages and salaries of civil servants and 
other Government employees. 


The inflationary potential of these features is partly off- 
set by the fact that fiscal deficits are not financed by the 
banks. Uruguay periodically consolidates its debt with 
only the minimum of recourse to bank credit. Nor is the 
consolidated public debt absorbed by the banks; it is cov- 
ered by insurance and social security funds, and also, on 


: ey Edison D. Zayas: “Financial Institutions and Movement of Sav- 
ings in Uraeusy igs pesuibemenas financieras del Uruguay y la 
movitizacion de los ahorros), El Trimestre Econémico, Mexico, V 

{ b ol. 
XX, No. 2, p. 245, note 1. ‘ 
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smaller scale, by the public. In other words, the fiscal 


eficit is definitely financed from the savings of the com- 
qunity. 


Another anti-inflationary factor to be emphasized is 
he spread and growth of private savings. It should be 
bserved, however, that not all savings deposits are strictly 
f this nature, since they are partly retained as available 
ash and are transferred as sight deposits. 


In the final analysis, the evolution of Uruguay’s mone- 
ary affairs appears to depend upon the external results of 
vool exports, and, on the domestic scene, upon public 
inance. Herein probably lies the major risk to the coun- 
ry’s stability, which was still maintained at the close of 
953 despite the inflationary symptoms which were then 
coming evident. 


13. Venezuela 


Venezuela’s money supply, having experienced a very 
noderate upward trend until the end of 1952, remained 
Imost unchanged in 1953. During the war there had been 
substantial monetary expansion, due to greater petroleum 
xports and a falling-off of imports. The favourable bal- 
nce of payments was transformed into an accumulation 
f international reserves, and the money supply increased 
yy 126 per cent during the period 1940-45, Although im- 
yorts rose sharply, after the war, the accumulation of re- 
erves persisted owing to the large petroleum exports— 
vhich continued rising except for a temporary decline in 
949—and to the investments and re-investments of foreign 
ompanies. Except for 1950, when reserves were depleted 
ecause the foreign companies withdrew their investments, 
xternal factors have led to further increases in the money 
upply, exerting particularly strong pressure in 1943-49 
nd 1952. (See table 95.) 


Chart L shows that internal factors have tended to 
yeaken the effects on the domestic money market of fluctua- 
ions in the balance of payments. 
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Among the internal factors, the public sector has tended 
to play a moderating role, not only in the more usual sense 
of arresting the increase in the money supply, but also by 
preventing a contraction in the money in circulation when 
it was necessary to offset the effects of an extremely ad- 
verse balance of payments, which occurred in 1950. 


On the other hand, the private sector caused a fairly 
uniform supply of money, with a certain downward trend 
in 1948-51. Since that time, and until the end of 1953, 


there was a sharp rise in bank loans granted to this sector. 


Finally it should be noted that, throughout the period 
under review, factors leading to absorption of the money 
supply have played their part and have tended to set the 
pace with regard to increases in the money supply. This 
is particularly true of private savings. 


As to prices, Venezuela has shown marked stability since 
1948. During the Second World War a similar price pat- 
tern was visible, since prices increased less than the money 
supply. This was apparently due to several factors. They 
include, firstly, a higher domestic production, secondly, 
a wise financial policy on the part of the Government, 
which accumulated reserves, and, thirdly, unequal income 
distribution, causing the purchasing power of the popula- 
tion to be restricted and avoiding any exaggerated growth 
of demand. (See table 96.) 


These same factors continued to take effect to some 
extent, in the post-war period, but with the addition of two 
others of importance: the more moderate increase in the 
money supply, and the expansion of imports. 


As regards public finances, the outstanding features 
were the reserves with which the Government was able to 
meet greater expenditure, and the unilateral source of 
much of its revenue. 


Adverse and favourable balances were not large, and 
alternated every two years. (See table 97.) Consequently 


Table 95. Venezuela: Sources of money supply 


(Millions of bolfvares) 
pe ae seaayy ee enIU CD essen © seeps ST a EEE 


Internal factors 


External fa M Se Net variation Aggregate 
Years and quarters factors Public rivate supp ia in money money 
(A) drs sour ser aban (-—) Sopp Ly ea Ly 
= 00 
LOA GEA dias epeetok seestots (633 204 92 2 52 225 1,0 
OAT Pigs, % ackastent tae otis ike, 68 17 51 16 97 1,097 
1948 .4.8tb to tise yal 404 25 — 93 118 —146 283 1,380 
OAD ww. eeviak, Leis benaye $ioets 174 35 — 62 97 — 52 157 (sys 
ES) 5) ren atnedons eae touerommeraaticsts —298 312 DAS 99 24 38 Lovo 
2S bpsectee was Te Se ee ee Bee ci 98 8 —69 10 — 34 2; 1,647 
por eS vine Fe AO 1 l — 8 IBS 12 20 1,667 
FIGs. og SASS, 190. 199%! —178 Sot 111,658 
LOO a Angee eetirctel chat 236 — 58 —155 97 —103 no: OP? 
| Wierd, 5 See rental 200 137 — 48 185 — 75 262 1,909 
ie Red eer ac —113 144 ae 69 — 56 — 25 1,884 
ITE Co DRO AI ES. 55 ieek ii Piso) Pe Tone 
THE Police's 117 4g. «—-152.—=<“<«—KSsi(i 17S CC 10S «i889 
5 : Priaie cletehelist ene disieve tes ri ‘ Sa ‘ Die 1'303 
ie EY eDID 6 e “dem 260 tN a * 
i 


Source: International Monetary Fund, International Financial Statistics. 


General notes: See table 62. 
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Table 96. Venezuela: Indices of money supply, 
wholesale prices, cost of living and nominal wages 
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(Semi-logarithmic scale) 
Index base 1948=100 


MONEY SUPPLY 


WHOLESALE PRICES 


COST OF LIVING 


NOMINAL WAGES 


s 
1946 1947 1948 1949 1950 1951 1952 


cover certain special obligations appeared only in 1953. 
This is particularly interesting in view of the considerable 
capital expenditure included in the budget, the figures 


1948 = 100 j 3 P 
Lede ) being 40.30 and 40.61 per cent respectively in the fiscal 
v7, , ; Money Wholesale Ome of Nominal years 1950-51 and 1951-52. 
ears an uarters $U. Ls riuces win we 
‘ i ef : uae The sound position of public finances is due to the 
ya ae 72.5 78.7 72 67.2 abundant revenue obtained directly or indirectly from 
EOAT AS. es 79.5 93.0 83 84.8 petroleum. In this way the fiscal structure shares the risk 
OAS Sere Sac, 100.0 100.0 100 100.0 of Venezuela’s entire economy, which is exposed to varia- 
C7 Rae Shoes 111.4 99.9 98 108.1 bility in the production, exports and price of a single 
1950.........-. 114.1 100.1 97 113.5 commodity. (See the composition of budgetary revenue 
USS Rae Bre Soe ae 119.3 104.3 99 120.8 = bl 
in table 98.) 
1952: 
Woo aaa ee 120.8 101.5 94, ae 
1 ss sean 120.1 103.4 100 135.3 ¢ 5 
ie eS hoa'a 103.7 97 f: Table 97. Venezuela: Fiscal revenue and expenditure* 
LD Vite Pte che site 138. : 
1953. ets sce 98 ao08 (Thousands of bolivares) 
|e eit a cee Career 136.5 99.2 97 
1 § cao aerorceeeed 138.1 99.8 98 Years Revenue Expenditure Balance 
LOU eae ae oe 137.6 99.8 97 
TVO rote csiiereyens 137.2 x 1946)... 2k ee 855,519 952,008 — 96,489 
LOATH, ccm: 1,281,001 1,297,420 — 16,419 
Source: Banco Central de Venezuela, Memorias. ee ae ce 1,776,438 1,643,787 132,651 
® Balances at the end of each period. 1949..........8, 1,979,620 1,955,078 24,542 
b October. LOSOS. Ree ee 1,917,009 2,073,473 — 156,464 
th At one 2,266,541 2,287,310 — 20,769 
Pee ae eee eo 2,395,680 2,356,650 
the budget balance was maintained and normal resources CELE aes oe 2,131,620 1,979,880 Pigs 


have been sufficient to cover the Government’s current 
expenditure and investments without any recourse to bank 
credit or bond issues. It is well known that Venezuela has 
practically no public debt, its amount being insignificant. 
A new bond issue, which had been authorized in 1950, to 


an aE ol i i 
Source: Banco Central de Venezuela, Revista and Boletines. 
* Since the fiscal year (1 July to 30 June) does not correspond to 


the calendar year, the figures given are not fiscal year balances. 
> Ten months. 
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Source: Banco Central de Venezuela, Memoria. 


* Includes income tax paid by petroleum companies, 
» Excludes income tax paid by petroleum companies, 


Any evaluation of the influence of the public sector on 
he monetary situation must certainly indicate the com- 
ination of opposing factors. On the one hand there are 
actors favouring stability, such as the stable financing of 
expenditure, the accumulation of some reserves, the virtual 
absence of any public debt and the slight significance of 
domestic taxation on consumption. On the other hand, 
inflationary forces exist in the high and increasing 
public expenditure, including that on investments which, 
by their very nature, increase the goods available for con- 
sumption only over the long term. In this connexion it 
should be noted that Venezuela’s substantial reserves ac- 
sruing from the petroleum industry are mainly incorpo- 
rated into the economy by fiscal means through taxation 
and royalties. In any case, the intervention of the stabiliz- 
ing factors indicated above have largely offset the infla- 
ionary power of expenditure. 


With regard to wages, available indices show that they 
rose more sharply than the cost of living, and there was 
hus a considerable improvement in real wages. Judging 
oy wage levels, it would seem that the unequal distribu- 
ion of income, which, during the war, prevented any exag- 
xerated expansion of demand and curbed the rise in prices, 
1as been corrected to some extent. These indices refer only 
‘o the Federal District, however, and it is not certain that 
hey provide an accurate indication of the position else- 
where. It has already been seen that there is a relatively 
1igh rate of saving. 


Production of domestic consumer goods, which reached 
1 high level in 1946-47, experienced a fall thereafter and 
lid not begin to recover until 1951. As a result, domestic 
yutput has contributed little to increasing the supply of 
roods. The high level of Venezuela’s gross product is due 
xclusively to export production—which consists almost 
ntirely of petroleum—and to the terms of trade, which, 
lespite some deterioration in recent years, are still very 
avourable as compared with 1945. This is also the origin 
yf the large investments and the high capacity to import. 


Imports of consumer goods form a substantial propor- 
ion of all imports and are probably the most decisive 
actor in the price stability recorded since 1948. These 
mports exert pressure in two ways, through the abund- 
nce of goods available to consumers—the direct result of 
uch imports—and through their price levels. 


The high capacity to import provided by petroleum 
xports, and the ruling exchange system have been respon- 
ible for the growth in Venezuela’s imports. Although im- 
ort permits are required in some cases, it may be said 


Cust i 
aitiee ‘i Percentage ene 
ROAD MTS ei oes 467.70 23.6 1,078.48 
LO SO aR ie wk Bo, 429.55 22.4 882.96 
CE ae ae ee 352.93 15.6 1,258.48 
IOS aah ae eee 378.33 15.8 1,347.22 
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Table 98. Venezuela: Composition of fiscal revenue 


(Millions of bolivares) 
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Income tax 
and other 


Percentage direct taxes» Percentage Others Percentage 
54.5 102.05 spl 331.39 16.8 
56.1 106.07 5.5 498.43 26.0 
55.5 110.31 4.9 944.82 24.0 
56.2 124.55 Siz 545.58 22.8 


ee Caine Sens ores feats. ae ante 


that no exchange control exists in Venezuela.?° Imports 
of every type of commodity can be made without any re- 
striction other than the availability of foreign exchange. 


The fact that imported goods constitute a high propor- 
tion of all goods available to the community”? make their 
price the decisive influence on the level of domestic prices. 
It is not surprising, therefore, that they show—although 
with more moderate fluctuations—similar tendencies to 
those of exports from the United States, Venezuela’s chief 
supplier. 


14. Central America 


(a) General considerations 


The analysis of monetary developments by country 
effected in the foregoing pages requires a special ap- 
proach in the case of the countries of Central America. 
Broadly speaking, these countries present certain com- 
mon characteristics which must be emphasized before turn- 
ing to a description of recent and individual monetary 
developments. The relation between national savings and 
investments in Central America differs from the general 
rule in most Latin-American countries, where savings are 
insufficient to meet investment needs and Governments 
were obliged to resort to other sources for their develop- 
ment programmes. In contrast, although investments in 
Central America are far from adequate to satisfy develop- 
ment needs, they are lower than savings, which have 
reached a relatively high level. 


This unusual situation warrants different treament from 
that used in the rest of the chapter. It is also worthy of note 
that these countries are of special interest as a combined 
unit. This is apparent from the studies on the economic 
integration of this area carried out by the Economic Com- 
mission for Latin America since 1951, which have led to 
the practical measure of creating the Committee for Eco- 
nomic Co-operation in Central America. 


During recent years, the Central American countries 
enjoyed a high quantum of exports and excellent prices 
for their staple products, which have stimulated their do- 
mestic economies. Although imports showed an upward 
movement, the rate of their increase was lower than that of 
the capacity to import. In other words, this capacity was 


20 Coffee and cocoa exports enjoy preferential exchange rates, as 
do Government imports. The foreign exchange of the petroleum ocm- 
panies is, however, purchased at less favourable rates. 

21 Venezuela’s gross product in 1952 amounted to 2,387 million 
dollars, while imports stood at 768 million (both expressed in 1950 
dollars). 


not used to its fullest extent, with the result that the dif- 
ferences on current account of the balances of payments 
became firmly and progressively positive. As a result, ag- 
gregate Central American monetary reserves, amounting 
to 118 million dollars in 1948, rose to 212 millions in 
August 1953; it was estimated that the latter figure had 
more than doubled by December 1953, when coffee exports 
from the 1953/54 crop began. 


It is natural that this partial utilization of the capacity 
to import—or, as viewed from another angle, the heavy 
accumulation of reserves—is related to the over-all domes- 
tic growth of income levels, to aggregate expenditures and 
to their distribution between consumption and real invest- 
ment. 


The favourable evolution of the terms of trade exerted 
a decisive influence upon the income level, causing it to rise 
at a much higher rate than if it had remained exclusively 
subordinate to the growth of domestic activity and produc- 
tivity. The first impact of this favourable influence was felt 
by the export sector, and, in the case of coffee, by the entre- 
preneur. It later spread to the rest of the economy through 
greater expenditures in this sector, and also through export 
duties collected by the Governments and spent on develop- 
ment projects. 


The internal growth of monetary income caused an in- 
crease in both private and public savings, part of which 
were maintained liquid. Combined with the very small in- 
crement in the money supply due to internal factors, it 
made possible the definite establishment of larger reserves. 


The countries of Central America were thus able to op- 
erate with budget surpluses, because either higher proceeds 
from the export sector yielded a larger fiscal revenue or 
coffee exports were more heavily taxed—as in El Salvador 
and Guatemala. In other words, savings in the public sector 
followed a rising trend. 


This trend also continued in savings in the private sector. 
It may be assumed that, since the income growth has prin- 
cipally favoured entrepreneurs in the export field, their 
savings must have grown substantially, and at a faster rate 
than their income. At the same time, the rise in domestic 
prices made it necessary for companies to maintain a 
higher liquidity in order to operate normally. 


Nevertheless, in order to justify or explain the growth 
of reserves it is not sufficient to show that the volume of 
savings increased, or that consumption grew at a slower 
rate than income. As in fact occurred, a proportion of these 
savings was not physically invested, that is to say in pur- 
chases of productive equipment and supplies. Alterna- 
tively, through the domestic use of savings to pay for equip- 
ment, raw materials, wages, and so on, the demand for 
consumer and capital goods, a large proportion of which 
come from abroad as a result of the pronounced import 
tendency of these countries, would have risen. 


Since, however, a proportion of savings was in liquid 
form, in spite of heavy domestic investment, it was possible 
to achieve reserve increases. The mechanism which ac- 
counts for this circumstance is very simple. As the greater 
inflows of foreign exchange were not generally used— 
there were, of course, exceptions—for capital outflows, they 
were transferred by entrepreneurs to central banks in ex- 
change for national currency. To the extent that these bal- 
ances in national currency were not used for internal ex- 
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- credit occurred. If such a rise in internal bank credit had 


penditures and remained liquid, monetary authorities were 
able to add net amounts to reserves, taking advantage of the 
fact that no substantial simultaneous expansion of bank 


been produced, thus causing additional demand, the effects 
of liquid savings would have disappeared. 


The balance of payments exerted a direct inflationary — 
influence. However, the first impulse was not followed by { 
secondary expansive effects, as might be assumed when — 
the banking system of each country showed substantial - 
liquidity and consequently acquired a strong capacity for 
expansion. The internal factors absorbing the money sup- — 
ply operated in the meantime through deposits made to 
guarantee foreign exchange allocation applications and” 
with savings or fixed term deposits, or alternatively, 
through budgetary surpluses and the consequent increase 
of Government deposits in the central banks and the de- 


crease of credits granted to the fiscal systems.?? f 


This entire situation was, in the final analysis, possible 
because larger proceeds and consequent higher savings en- 
abled both export entrepreneurs and Governments to 
achieve substantial freedom from dependence on bank 
credits, a fact which, together with the unwillingness of 
banks to increase credit to other private sectors, contained 
the expansion of the money supply through internal fac- 
tors. 


Thus, fiscal policies and the money in circulation— 
strongly influenced in Central America by this policy— 
have in general remained within the orthodox monetary 
limits of domestic stability and external security. On the 
other hand, they have had little bearing on the fostering 
or financing of economic development. This is so because, 
in the final analysis, the whole process implied that recent 
savings in these countries were higher than real domestic 
investments, and the difference is exactly equal to the posi- 
tive credit of the balance of payments on current account. 


These conclusions contain all the necessary elements 
for an understanding of the manner in which the progress 
of economic development has avoided creating problems 
of internal or external instability. It does not follow, how- 
ever, that an intensification of this process cannot cause 
them in the future. 


The size of the reserves accumulated in the course of a 
few years is evidence that there have been no problems 
of external imbalance to date. In addition, currency quota- 
tions have remained steady, and in the case of Costa Rica, 
where there had previously been an acute depreciation, the 
colon began to rise in value, the dollar rate on the con- 
trolled free market rising from 8.90 colones in 1949 to 
6.65 in 1952 and 1953. At the same time exchange sur- 
charges, which had amounted to 100 per cent in some 
cases, were reduced. 


However, a development policy must be carried out 
through increasing imports of capital goods, that is 
through using accumulated foreign reserves, whether in- 
vestment is made through the movement of liquid savings 
or whether it is accomplished by expanding bank credits. 
The first course theoretically represents the soundest form 
of growth for these economies, particularly since the rela- 


** Tn addition, at least in Costa Rica, commercial banks and the 


public absorbed Government securiti hich i 
held by the Central Bank. Shonupey ia" eigrad el 
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ve scarcity of capital in these countries causes any net 
ddition to real capital to yield very high marginal produc- 
vity. The appropriateness of a process of this nature 
rould seem to be the greater for the fact that the agere- 
ate current monetary reserves of all five countries amount 
) approximately 75 per cent of their combined annual 
mports, a proportion which is deemed to be sufficient to 
over, with prudence, the requirements of the deficit sides 
f the balances of payments. 


However, this is not a mere distinction between satisfy- 
ng a psychological desire for security through amassing 
ubstantial monetary reserves—which appears to be the 
trong preference in Central America—and the mainte- 
ance of more modest reserves accompanied by a greater 
mpulse to internal economic development. In reality, the 
ear of disequilibrium is logically based on uncertainty 
s to the continuation of the favourable external factors 
vhich have enabled the reserves to be accumulated. Econo- 
nies whose foreign exchange revenue depends upon ex- 
orts of a few primary products are exposed to abrupt fluc- 
uations on the world market and cannot base development 
yrospects solely upon a continuation of circumstances 
vhich are unstable, as has been shown by the experience 
jot only of Central America, but also of other countries 
uch as Bolivia, Chile and Cuba. To the risk of disequilib- 
ium itself must be added the inherent threat to the value 
f the currency, whose influence has moderated the rise of 
lomestic prices in recent years. 


Nor is it to be presumed that the expansion of bank 
redit, which a policy encouraging greater economic de- 
elopment would certainly necessitate, might be accom- 
yanied by a parallel movement of reserves, since the new 
nvestments would presuppose an increase in capital goods 
mports as has been pointed out. In this case, an imbalance 
n external accounts would pose the alternatives of an infla- 
ionary process or a sharp contraction of economic activity. 


These ideas do not attempt to oppose the fitness of more 
ntense economic development in Central America or to 
ontrast it, to its detriment, with the benefits of monetary 
nd exchange stability. In the face of the need for economic 
rowth—recognized at all times as of primary importance 
-the aim has simply been to suggest some of the problems 
yhich may arise from an investment policy based on ac- 
umulated monetary reserves. Many arguments linked with 
his theme have been omitted, among them the importance 
f the co-operation of foreign capital, whether from pri- 
ate or from international institutions. Furthermore, it is 
bvious that the channelling of investments with the aim 
f substituting imports would play an important role in 
he success of a development policy. 


It is advisable to establish the different position of each 
ountry in regard to these prospects for greater develop- 
nent. They have so far been analysed in the aggregate, but 
hese countries differ from each other as to growth of in- 
ome, real investment, monetary expansion and capital 
utflows. Three countries fitting into the framework out- 
ned above may be cited: Costa Rica, Honduras and Nic- 
ragua. There are also two divergent and mutually oppo- 
ite cases: E] Salvador and Guatemala. 


El Salvador appears to hold first place for the highest 
slative rise in income, a rise due both to favourable terms 
f trade and to internal development. The volume of sav- 
1gs—derived from this higher income and its distribution 
also seems to have been the most substantial in Central 
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America. But the accumulation of monetary reserves ad- 
vanced at the moderate annual rate of little over 1.5 mil- 
lion dollars, excluding the sharp increments in 1949 and 
the first half of 1953 for seasonal causes. Except during 
these latter periods, there was simultaneously an improve- 
ment in the capacity to import, an expansion of bank credit, 
and a certain outflow of capital representing private sav- 
ings placed abroad. The first two factors largely resulted 
in a domestic demand for capital goods—and in part for 
consumer goods—through bank credits, which offset the 
tendency in certain sectors towards liquidity in savings. 
In other words, it seems that, through its monetary policy, 
El Salvador was the country which made the most use of 
prevailing economic conditions to stimulate economic de- 
velopment. 


In Guatemala, on the contrary, both real income and 
the capacity to import grew at a distinctly lower rate than 
in El Salvador. There were thus few possibilities of in- 
creasing both savings and reserves. To this situation must 
be added psychological factors which emerged after 1951 
and caused substantial capital transfers. In view of the 
condition of savings and reserves, these outflows contrib- 
uted to a marked reduction in the proportion of the gross 
investment of the private sector to the aggregate gross 
national product. Furthermore, this investment was lower 
in absolute values in 1952 than in either 1950 or 1951. 


All these circumstances combined to produce in Guate- 
mala, a far lower rate of private investment in 1952, and 
presumably in 1953, after a loss of 4 million dollars in 
reserves between 1948 and 1953. Unfortunately, no data 
on public investments are available, but there is every in- 
dication that this sector has not been able to offset the de- 
crease, despite more substantial Government investments 


during 1953. 


The favourable evolution of export commodity prices 
had a strong influence on the growth of monetary income 
in Central America and would have implied a correlative 
increase of real income if the consequent rise in the capac- 
ity to import had been utilized for actual purchases of 
eoods abroad. Since, however, the increase in the capacity 
to import was used to raise the volume of monetary re- 
serves or for capital outflows, it produced a greater growth 
of monetary income than of real income. At all events, the 
increase of nominal income caused an expansion of total 
demand, which in so far as it was directed abroad to 
secure imports, did not result in a greater abundance of 
goods—in the countries with fixed rates of exchange—since 
it was offset by the price increases for those goods in the 
country of origin. This increase was more or less steady 
until 1951, but with modifications in the foreign exchange 
rates, imported goods in Nicaragua and Costa Rica suf- 
fered an additional surcharge in proportion to the devalua- 
tion of their multiple rates. In 1952, the revaluation of 
Costa Rica’s currency, with the elimination of some sur- 
charges, contributed to the subsequent drop in imported 
goods. 

Conversely, when the demand, reinforced by an increase 
of monetary income, was directed towards domestic prod- 
ucts, it must have caused substantial price increases for 
those goods the supply of which is relatively inelastic. In 
the case of Nicaragua, for example, the rise in domestic 
commodity prices was greater than that of foodstuffs, many 
of which are imported. In Guatemala, likewise, the price 
increase on domestic goods was 25 per cent above the level 
reached by imported goods. 


114 Part I. The gross product, foreign trade and the monetary situatio 


In brief, it may be said that the influence of import 
prices on the rise of domestic prices has been halted, at 
least while the downward trend of these prices persists 
in the supplying markets. Nevertheless, while export prices, 
mainly for coffee, continue to exert their present influence 
on the progressive increase of income and of the demand 
for domestic goods, they will maintain permanent upward 
pressure on the prices of the latter. 


(b) Costa Rica 


From 1950 and until the first half of 1953, a remarkable 
change took place in the monetary and fiscal policies of 
Costa Rica. They are now coherently linked as an instru- 
ment to foster the economic development of the country 
without unduly exaggerating inflationary tendencies. From 
1950 onwards the expansion of the money supply was due 
both to larger reserves and to the credit granted to private 
activities, while the public sector acted as an absorption 
factor through budgetary surpluses and a marked contrac- 
tion in loans to the Government by the banking system. 
This situation differs from that existing before 1950, when 
the principal determining element was usually the bud- 
getary deficit, which had a more powerful effect than for- 
eign exchange reserves and bank loans to the private sector. 


However, the money supply, which rose between 1946 
and 1950 at an average annual rate of 10 per cent, grew 
faster in 1952-53, almost exclusively on account of the 
increase in monetary reserves. The drawing down of these 
reserves caused a contraction in the third quarter of the 
year. (See table 99 and chart LI.) 


During 1946-50, internal factors led to an increase in the 
money supply, despite attempts at credit restrictions on 
several occasions. Loans to the public and private sectors 
also contributed to the expansion, although the public 
sector accounted for the larger share. In contrast, during 
the years following 1949, when the expansion of credit to 
the private sector accelerated, Government finances acted 
as a means of absorption, so that internal factors as a whole 
had very little influence on the increase in the money sup- 


Table 99. 


ply. After repeated fiscal deficits, a balanced budget w 
achieved in 1949, and in the three subsequent years ther 
were surpluses of 11.2, 19.2 and 24.3 million colones re- 
spectively. During the first half of 1953 the surplus 
reached 8.2 million colones. Simultaneously, the internal 
debt was reduced from 267.8 million colones in 1949 to. 
200.1 millions in June 1953, and Government bonds and 
drafts with the central bank decreased from 20.3 millions 
in 1949 to 6.8 millions in June 1953. 


There was a contrast between this absorption caused by 
the Government’s monetary policy and the credit expan- 
sion in the private sector, where loans and investments of 
the banking system rose from 172 millions in 1949 to 244 
million colones in December 1952, falling in June 1953, 
from seasonal causes, to 236 millions. 


During the period between 1951 and mid-1953, the bal- 
ance-of-payments position, and therefore the influence of 
external factors on the money supply, differed fundamen- 
tally from the situation in former years. While the increase _ 
of monetary reserves exerted an inflationary pressure on 
the money supply during the later period, between 1944 
and 1950 the influence was slight and even negative. 


Exchange controls were established in 1944, when re- 
serves had fallen rapidly and foreign commercial debts had - 
accumulated to a value of 4.2 million dollars. The position 
did not improve during the next two years, since reserves 
stood at 7.7 million dollars and commercial arrears at 
16.7 million dollars in 1947. Various measures were then 
adopted, such as ceilings for bank portfolios and the re- 
quirement of prior deposits by importers according to the 
value of their exchange applications. As the situation still 
persisted, new exchange laws to reduce imports were passed 
in 1948, under the guidance of the International Monetary 
Fund. At the beginning of 1950, commercial arrears 
amounted to 20.5 million dollars and pending exchange 
requests to 9.7 millions, while reserves stood at only a 
little over 8 million dollars. 


From mid-1950, however, owing to the rise of export 
prices—particularly for coffee—and the effects of new leg- 


Costa Rica: Sources of money supply 


(Millions of pesos) 
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Source: International Monetary Fund, International Financial Statistics. 


General notes: see table 62. 
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Chart LI 
COSTA RICA 
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slation governing foreign transactions, which had entered 
nto force in April 1950, the exchange crisis was overcome. 
Inder the new legislation exchange surcharges of from 
0 per cent for essential articles to 100 per cent for luxury 
oods were applied. Similarly, the Central Bank provided 
oreign exchange only for essential goods. Other imports 
ould be made only with foreign exchange from the free 


Table 100. Costa Rica: Indices of money supply 


and cost of living 
(1948 = 100) 


Years and quarters Money supply Cost of living*® 
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Source: International Monetary Fund, International Financial 
tatistics. 
* For San José. 


(Semi-logarithmic scale) 
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market, the rates of which were up to 60 per cent higher 
than official rates, excluding the surcharge. From this date 
it was possible to reduce many of these exchange sur- 
charges, and a revaluation of exchange rates was effected. 
Thus the dollar quotation rose from 11 and 13 colones 
(according to categories) in September 1951 to 5.67 and 
7.52, and the latter rate, which corresponds to the free 
market, increased in July 1952 to 6.65, where it still stands. 


After mid-1950, there was a rise in prices in Costa Rica 
which continued until 1951. From the end of 1951, through 
1952, and particularly during the first half of 1953, this 
trend reversed, so that both wholesale prices and the cost 
of living began to decline. (See table 100.) 


A combination of factors contributed to the decline. 
Among them were the fall in export prices from the last 
half of 1951 and the gradual revaluation of exchange rates 
applicable to imports, which arose from the improvement 
in monetary reserves and the reforms introduced by the 
Government. At the same time the supply of all classes 
of imported goods improved remarkably, since exchange 
and import restrictions were considerably relaxed. 


Public finance patterns have changed radically since 
1949. From that date the Government has constantly 
achieved surpluses, in contrast to the heavy deficits during 
former years. (See table 101.) 


(c) El Salvador 


From 1950 there was a change in the monetary policy 
of El Salvador also. That policy abandoned its neutral role 
and strongly influenced the expansion of the money supply 
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Costa Rica: Fiscal revenue 
and expenditure 


Table 101. 


(Thousands of colones) 


Years Revenue Expenditure Balance 
OA G Feveewtroe, <a 62,923 Onion ae —15,804 
LO Aen Acts ter «5 88,048 96,658 — 8,610 
MOA ORR isc 90,079 114,863 — 24,784 
LOAON ante ce. 125,423 125,397 26 
LO500. 6 3. a ers 137,987 126,792 11,195 
LOS Tae ree actos 160,067 140,890 19,177 
LOS Divan eters eis 189,481 165,213 24,268 


Source: Banco Central de Costa Rica, Tercera Memoria, 1952. 


through bank credits to private enterprise. The public 
sector, with balanced budgets and sometimes even with a 
surplus, generally continued to act as an element of absorp- 
tion, although not to a very marked extent. Monetary policy 
had shown no definite aims in this direction prior to 1950, 
so that fluctuations in the money supply during the post- 
war period were slight until 1949, when there was a sub- 
stantial expansion due to the increase of monetary reserves. 
The smaller positive differences in the balance of payments 


still influenced the money supply, though less intensely,, 


throughout the period 1950-52, with the result that the 
rate of increase grew in December 1952, reaching a level 
43 per cent higher than in 1949. The money supply had 
risen still further by March 1953, to decline from June of 
the same year. During this period (1950-1952), however, 
internal factors were the main cause of the increase in 
the money supply. The only factor to participate in this 
expansion of internal origin was the bank credit granted 
to the public, which almost doubled, since it grew from 55 
million colones in 1949 to 108 millions in 1952. The expan- 
sion derived from these loans was offset only very slightly 
by internal measures of absorption, the principal element 
being the sale of bonds to the public. A’small increase 
in government deposits with the central bank also had the 
same influence. (See table 102 and chart LII.) 


An analysis should be made of the pattern of these ele 
ments during the first half of 1953, allowing for the sea- 
sonal variations which affect them, since it is in E] Salvador 
that they act with the greatest intensity and are most char- 
acteristic. 


The bulk of the coffee exports are shipped between De- 
cember of one year and March or April of the next. Entre- 
preneurs receive substantial liquid assets, enabling them 
to avoid credit and even to repay previous bank commit- 
ments. Loans to the public therefore decline sharply during 
this period of the year. Later, from May to November, 


i 


plantation overheads cause a revival in the use of credit 
and an expansion of loans of this nature by the banking 
system. Monetary reserves behave quite differently, how- 
ever. They accompany the rise of exports at the beginning 
of the year, and gradually decline as they are drawn upon — 
to meet debit items of the balance of payments, which, like 
imports, are uniformly distributed over the calendar year, — 
It is not surprising, therefore, that bank loans to the publie - 
during the first’ quarter of 1953 decreased by 16 million 
colones, and somewhat further during the second quarter, 
but closed the year with an increase of 10 millions. 


The pattern of external factors was different. The marked — 
and continuing rise in coffee prices since 1949 caused a 
substantial increase in the value of all exports. Simultane- 
ously, however, imports grew in both volume and valuell 
so that the balance of payments had only a small net in- 
fluence on the increase in the money supply. For the above 
reasons this factor became of great importance in the first 
half of 1953, causing a gross expansion of 42 million 
colones, which had been cancelled by the end of the year. 

Nevertheless, these positive balances had an indirect 
effect on the expansion, since they increased the liquidity 
of the banking system and provided it with a high capacity 
for growth which was amply utilized during 1950-52. As 
noted earlier, this was due to the change in the monetary 
policy. 


There was a sharp price increase in El Salvador during 
1950. Since that date the rise has been less acute, and in 


Table 102. El Salvador: Sources of money supply 


(Millions of colones) 
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Source: International Monetary Fund, International Financial Statistics. 


General notes: see table 62. 
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Chart LI 
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Table 103. El Salvador: Indices of money supply 
and wholesale prices of foodstuffs 


(1948 = 100) 
Wholesale prices 
Years and quarters Money supply (foodstuffs) 
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Source: International Monetary Fund, International Financial 


tistics. 


a Average, November-December. 


52 there was a drop during the second quarter. In 1953, 
er the initial rise, stability prevailed. (See table 103.) 


The lower rate of increase in prices at a time when the 
pansion of the money supply was at its peak was pri- 
arily due to the fall of world prices—with the exception 
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of coffee—since mid-1951, and to a satisfactory supply of 
imported goods. 


(d) Guatemala 


Between 1946 and 1951, Guatemala’s monetary policy 
was aimed at relative stability of the money supply, which 
advanced at an annual average rate of 5 per cent. 


In 1952 there was an outflow of capital, beginning in 
the month of May. Reserves dropped from 54.5 million 
quetzales in March to 42.1 millions in September. This 
immediately produced a heavy decrease in the holdings of 
commercial banks, reaching its lowest point in June, with 
only 109,000 quetzales cash surplus over the legally re- 
quired minimum. Nevertheless, bank credits remained at 
the same level and even increased slightly after July, since 
the central bank increased credit to the banking system 
from 6.1 millions in June to 10.8 millions in September 
1952. As a result, the money supply, although it dropped 
between June and September 1952, increased by 5 million 
quetzales at the end of the year. 


Although the psychological factors of 1952 still operated 
with relative intensity during the first half of 1953, they did 
not produce any visible effects on bank holdings and money 
supply. Early in the year substantial foreign exchange, due 
principally to coffee exports, entered the country, affecting 
monetary reserves, which, owing to the outflow of capital, 
did not show the customary seasonal increase. 


The stability of the money supply in Guatemala resulted 
from the small inflationary influence exerted both by exter- 


nal and internal factors. 
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The level of monetary reserves is still fairly satisfactory, 104 and chart LIII.) Since those years, monetary rese 
in relation both to internal circulation and to the neneal have increased very little and have influenced the money 
debit in the balance of payments current account. It . suppl io olenily, wAlibonel ear lly 
ane y only slightly. ough export values generally 
dropped Between 1947 and, December (232 by a uuiien continued to rise, imports also maintained high levels. In 


quetzales, and between the latter date and September 1953 
by 14 millions, a reduction which was particularly caused 


by the debit balances during 1948 and 1949. (See table for Guatemala. 


Table 104. Guatemala: Sources of money supply 


(Millions of quetzales) 


Internal factors at i 

External ————________————————__. Mooney Net variation Aggregate ' 

Years and quarters factors Public Private supply in money money ; 

Total sector sector absorbed(—) supply supply ; 
(A) (B) (C) (D) (E) (F) (G) 
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Source: International Monetary Fund, International Financial Statistics. 
General notes: see table 62. 


Chart LIT 
GUATEMALA 


(Natural scale) (Semi-logarithmic scale) 
Millions of quetzales Index base 1948=100 


MONEY SUPPLY 


[wae 


MONEY SUPPLY 


INTERNAL FACTORS 
100 en 


80 WHOLESALE PRICES (FOODSTUFFS) 


a 
A 


eo 
EXTERNAL FACTORS 


1946 1947 1948 1949 1950 1951 ° 4953 


Ss 
953 1946 1947 1948 1949 1950 1951 ° “Wdsh °“ds§ ° 


hapter IV. The monetary situation 


119 


Internal expansive factors also behaved in the same way. 
nce the gross expansion of 8 million and 12 million quet- 
les in 1948 and 1949 respectively, their influence on the 
oney supply has been somewhat weak. 


Since 195] the credit granted by the banking system has 
iown marked stability at about 39 million quetzales, some 
millions and 3 millions higher than in 1950 and 1949 
spectively. About 30 per cent of all these loans were for 
riculture, and there was a small increase in credits for 
is sector in 1952 and in the first half of 1953, with a 
ight corresponding reduction of credit granted to other 
tivities. The only increase in bank investments in private 
curities occurred in 1952 and 1953. 


By contrast, in the public sector it was noted that ex- 
nditure financed by bonds—placed in the central bank— 
creased by 3 million quetzales in 1952, a rise which was 
aintained during the first quarter of 1953. This movement 
incided with a strong tendency towards a balanced bud- 
t, which had been apparent since 1950 and reached 
peak in the fiscal year 1951-52 with a surplus of 5.45 
illion quetzales. (See table 105.) 


Table 105. 


Guatemala: Fiscal revenue 
and expenditure 


(Thousands of quetzales) 


Fiscal years Revenue Expenditure Balance 
+ O/H pees eames 40,536 31,508 9,028 
PGi ns + ae ee 3 39,631 41,710 —2,079 
WO TAS!. oo es. ses 44,452 47,162 —2,710 
OVEN ez ss eae 42,815 46,758 —3,943 
BIO AOU:. <.8 ho wnsce © 47,436 47,022 414 
POL: Sys. - 97,415 B2s022 4,893 
i/o 61,511 66,962 —5,451 


Source: Banco de Guatemala, Boletin Estadistico. 


Nevertheless, despite the tariff increase on coffee exports, 

hich enabled greater budget expenditures to be met, the 
ficit again emerged in 1952-53. Basically, all that hap- 
ned was a transfer of purchasing power from the coffee- 
‘owing to the public sector. 


Price increases in Guatemala were not as sharp as those 
‘ted elsewhere in Central America. The rise has been 
oderate since 1949 and even showed some downward 
ovements. In 1953, prices stood at similar levels to those 
"1952, which were already lower than 1951. (See table 
6.) The movement was similar for wholesale prices of 
th imported and domestic goods, and this was partly 
flected in retail prices for foodstuffs. 


The drop in import prices since the close of 1951, the 
tisfactory supply of imported goods, and the low rate 

increase in the money supply, appear to have been 
e main factors determining price stability. 


) Honduras 


Up to and including 1951, both monetary and financial 
licies in Honduras were aimed at stabilizing the money 
pply. Up to that year, expansive effects were caused 
lely by the balance of payments, but were often offset by 
fernal absorption factors and by the fluctuations of credit 


anted to private enterprise. 


Table 106. Guatemala: Indices of money supply 
and wholesale prices of foodstuffs 


(1948 = 100) 
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Source: International Monetary Fund, International Financial 
Statistics. 


However, since the end of 1951, although the public 
sector has continued in its stabilizing role by producing 
budget surpluses, there has been some change in the mone- 
tary policy, which offered a certain liberality in credit 
facilities and began to influence the expansion of the money 
supply, but with the clear aim of developing the economy. 


The laws setting up the Banco Central and the Banco 
Nacional de Fomento were adopted in 1949, and these in- 
stitutions opened their doors in mid-1950. A modern system 
was integrated with these two banks, to which the first 
programme of controlled agricultural credit was added in 
1952. In addition to assuming authority for monetary pol- 
icy, the centralization of reserves and the issue of currency, 
as well as acting as the Government’s financial agent the 
Banco Central was permitted to make loans to the Banco 
de Fomento. The capital of this latter bank rose from 2.2 
million lempiras in 1950 to more than 5 millions in 1953, 
while its loans, investments and discounts amounted to over 
3 millions during the year. These were short, medium and 
long-term cerdits and were thus not limited to money ad- 
vances, but in almost 60 per cent of all cases were also 
devoted to the financing of agricultural and industrial ac- 
tivities. In this way, the monetary policy of Honduras 
assumed an economic development function which it had 
never formerly possessed to any marked extent. 


The money supply, which had shown pronounced sta- 
bility up to 1950, began to increase from early 1951, but 
between that year and September 1953 it rose by 62 per 
cent. (See table 107 and chart LIV.) 


Until 1951, the balance of payments was the determin- 
ing factor in the expansion of the money supply, owing to 
surpluses in the trade balance through the increase of the 
export value and in spite of a high level of imports. The 
balance of payments was at an equilibrium in 1952 as the 
consequence of an export contraction and a growth of im- 
ports, but it improved during the first half of 1953. 


Until 1950 internal factors had little influence, except in 
1947 when they offset the loss of reserves. But in contrast, 
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Table 107. Honduras: Sources of money supply . 
(Millions of lempiras) A woh “ylematanenis 4 hoe BO oi 
———— mreeeon0—00_—. ee 
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Source: International Monetary Fund, International Financial Statistics. 

General notes: See table 62. 
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with the exception of the 1947-48 financial year, fiscal 18.6 per cent increment in the mone 
budgets have shown a surplus. (See table 108.) The rise December 1952 
of loans to the public sector in 1953 underlined a de- a We ant Seplembes 12b0s 
terioration in public finances. Since there was also an in- After the advance of  livi 

th 
crease of credit to the private sector and an upward move- and 1951, this index ‘oied ee pete ee 


y supply between 


1apter IV. The monetary situation: 


able 108. Honduras: Fiscal revenue and expenditure 


(Thousands of lempiras) 


Fiscal years Revenue Expenditure Balance 
MWA. 2. ee les 17,147 16,760 387 
hl 22,698 20,715 1,983 
UL 25,625 27,942 —2,317 
3/49. Os 27,267 26,538 729 
49/50......%... ODy Cll 31,975 802 
BOO ees carats rnd 40,005 oy vAl) 4,785 


eee 
Source: Banco Central de Honduras, Primera Memoria, 1940-51. 


id in the first quarter of 1953, at a slightly lower level 
an in 1951. There was a rise in the second quarter of 


53. (See table 109.) 


Since the domestic economy has obviously depended 
on the external sector for the supply of a great propor- 
on of the available consumer and capital goods, internal 
‘ices have mainly been influenced by the high volume of 
ports and the drop in world prices which—with the ex- 
ption of coffee—began in mid-1951. 


) Nicaragua 


In 1951, the exchange crisis which had affected Nicar- 
sua during the post-war period was finally overcome. This 
as achieved through the increase in the value of exports 
id the radical exchange control reforms of 1950, which 
d to the raising of tariffs on less essential imports and 
odifications in the system of allocation of foreign ex- 
ange. In 1950, there was also a change in fiscal policy, 
hich transformed budgetary deficits into surpluses. Dur- 
g the 1952-53 financial year the favourable balance 
nounted to 13 million cérdobas. The public sector thus 
» longer continued to exert pressure towards the expan- 
on of the money supply, and this pressure was felt only 
om the balance of payments and credit to the private 
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sector. The more favourable situation originated in the 
‘modified monetary and financial policies, which have now 


been combined to foster the economic development of 
the country. 


_ The growth rate of the money supply was more rapid 
in 1951-52, and even more so during 1953, when there 
was an increment of 32.5 per cent. (See table 110 and 


chart LV.) 


The balance of payments, which was invariably unfav- 
ourable before 1950, began to improve at the end of this 
year and showed large credit balances in the following 
years. Reserves grew from 17 million cérdobas in 1950 to 
165 millions in June 1953, or a rise of 3.4 to 28.0 million 


Table 109. 


Honduras: Indices of money supply 
and cost of living 


(1948 = 100) 


Years and quarters Money supply Cost of living 


1LOAG.2. SA Speke. Sette sate 97.5 97 
LOAN sid a Sociale lac bis ole MRE. 5 98.8 98 
LOG. APP RM osov ayes so tkguss 100.0 100 
LOAD, wertae Wecnctcds tsa eR omenbaek ual 102.5 105 
DRS URES ei cts te Ge OSGeo 107.5 ial 
OOS ec tegeruscie mi tsceree 137.5 123 
1952: 
TR MS. AAR SE ee ee 142.5 121 
|W IAPs era ern Seca Sok Siieo 121 
Tkiinrarktt-eagabis sets 155.0 119 
TV). >: casbeteneers ctrartade Wreratans Wee 147.5 119 
1953: 
UL sf oxsy-asieg Beiiateeray deiskaehonsck: 162.5 120 
LW eater ina Furnes ocumitecncnett 180.0 125 
ETO AAS aE EE PE. 175.0 122 


Source: International Monetary Fund, International Financial 
Statistics. 


@ Balances at the end of each period. 


Table 110. Nicaragua: Sources of money supply 
(Millions of cérdobas) 


nS — eee 


Internal factors Money Net 
External - supply variation Aggregate 
Years and quarters factors ted foe Peso abeer bes bs Sie ase 

(A) (B) (C) (D) (E£) (FP) (G) 

1OAG Sere, pelt Ot, Pee — 2 18 it} 5 — 5 —ll 73 
OAT cee fichayn tee S53 — 5 4 17 —13 10 9 82 
OA cramtete, ae eransys sis aie —10 2 0 ye — 3 9 91 
NOAG ME An ce aah 2 14 7 ti 8 24 115 
LOS OMT At Tass RET AF — 2 2 —3 30 — 7 18 133 
LOB Mee iy. the waited howe © 51 33 —6 39 —54 30 163 
i Lebar gets 33 2 —2 4 — 7 28 191 
in nang esque ate 47 Ps ae —14 —20 10's, 4 SUS 

ii UW hese, Sestak ee: Ah SP 50 — 9 —6 — 3 —35 Jal 174 

1 Wht: etvcty autres stent 38 26 —7 33 —30 34 197 
eh sot: 53 3 —1 4 —18 38 235 
Taos, pea RA 96 ih a4 i -27 38235 
TOMA APL 67 15 —5 20 —41 41-238 
IN: de RO, eae 13 Tae 80 —22 64-261 


Source: International Monetary Fund, International Financial Statistics. 


General notes: See table 62. 
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Chart LV 
NICARAGUA 


(Natural scale) 
Millions of cordobas 


v 
INTERNAL FACTORS 


EXTERNAL FACTORS 


1946 1947 1948 1949 1950 195) “i952 1953 


dollars. The determining factors in this situation were a 
higher value of exports and stability in the level of im- 
ports, which increase substantially in both quantum and 
value only at the end of 1952. 


The rate of exchange for less essential imports, which, 
until November 1950, was uniform for all purchases 
abroad—5.29 cérdobas per dollar (with tax)—rose to 8.05 
and 10.05, according to the degree of indispensability of 
the imports. These rates of exchange were maintained in 
spite of the improvement of monetary reserves. Further- 
more, the rate in the free market—which accounts for a 
limited number of transactions—rose from 7.30 cérdobas 
per dollar in December 1952 to 7.85 in June 1953. 


The expansion in the money supply caused by the great 
increase in reserves could not be offset either by the usual 
means of absorption or by changes in the pattern of public 
finances. 


The public sector entirely lost its expansive influence 
after 1949, This is evident from the steady decrease of 
loans to the Government (see table 110) and from the 
growth of fiscal accounts. (See table 111.) 


In contrast, loans to the private sector continued to in- 
crease, amounting to 80 million cérdobas at the end of 
1953, more than double the 1951 peak level, the highest 
hitherto recorded. 


Between 1946 and 1950 the rise in prices was moderate, 
and was less than the increment in the money supply. In 
1951, however, there was a sharp rise, equivalent to an 
annual average of 26.7 per cent above the level of the 
previous year. (See table 112.) Higher world prices and 


(Semi-logarithmic scale) 
Index base 1948=100 
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200 
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Table 111. Nicaragua: Fiscal revenue and expenditure 


Fiscal years Revenue Expenditure Balance 
1945 /4Gayecrae ae 83,077 82,697 380 
1946/47........ 96,509 92,236 4,273 
194 AB meee errs 92,313 97,103 —4,790 
1948/49........ 105,371 111,916 —6,545 
1949/50. ...... 108,470 105,024 3,446 
TOS OS eee 121,719 116,103 5,616 
LOSIYS2- meer 155,600 149,680 5,920 


Source: Banco Nacional de Nicaragua, Revista Trimestral, Janu- 
ary-March 1953. 


revaluation of the exchange rate, to which reference has 
been made, contributed to the rise, given the dependence 
of domestic supply upon purchases abroad. 


In 1952 there was a drop in prices, which became fairly 
substantial in the third quarter through the influence of an 
import boom and the decline in world prices. By the end 
of 1952 a recovery in domestic prices was discernible, 
which continued and became more pronounced in 1953, 
corresponding to an increment in the money supply and an 
expansion of credit to the private sector. 


III. OVERVALUATION, FOREIGN TRADE AND 
EXCHANGE REFORMS 


A number of countries introduced modifications in their 
exchange system during 1953. In some cases, direct de- 
valuation of domestic currency was achieved by raising 
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Table 112. Nicaragua: Indices of money suppl 
and wholesale prices of foodstuffs, nine 


(1948 = 100) 
— oteataa Ck AR Sy ac aaa a 


Years and quarters Wholesale prices 


Money supply (foodstuffs) 
nhac Oe 80.2 94 
BOER Welt. oe Poh Soe 90.1 109 
BBO PISS EIT Y Sloe didi oe 100.0 100 
PROBE tae ihe by ek og 8 126.4 105 
2, Sip aloe ate Cee ae ee 146.2 116 
ots 6.5 GD og ree ee ere Seen fe 179.1 
ee 9 147 
| eo Saat copa ee oie aia 209.9 ow! 
eames dined A ble a 190.1 147 
iter ae, Seer ke Bo, 191.2 133 
URE PADeLen. sath tb. 2 216.5 147 
953: 
1. OS So ea BLE ee ee 258.2 153 
UU Se Bs ae eee 258.2 160 
1G ei eee 261.5 163 
LN. 20) Saag en 286.8 #8 


Source: International Monetary Fund, International Financial 
tatistics. 


ates of exchange for imports or exports. In others, such 
neasures as the creation or legalization of a free market, 
r the extension of those operations which must be nego- 
ated at the highest rates, were adopted, producing the 
ame effect as a devaluation of currency. Elsewhere the 
ifferent methods were combined. Thus, a tendency already 
nanifest in 1952, and not without even earlier precedents, 
yas prolonged into 1953. The disparity between the inter- 
al and external values of Latin-American currencies has 
come more pronounced, and therefore more intense, as 
result of high costs due to inflation or the world price 
lecline, especially for primary commodities, with its nor- 
nal repercussions on the export trade of these countries. 


In spite of the action of internal forces, which are of 
uch great consequence in monetary affairs, particularly in 
he way theey affect the course and development of infla- 
ion, the influence of external factors continues to be de- 
isive. Apart from movements of foreign capital, which 
yere extremely important in certain countries, aggregate 
nternational monetary reserves fluctuated according to the 
onnage and value of foreign trade. In turn, by a familiar 
rocess of interplay, monetary phenomena, among them 
1e aggregate reserves, influenced imports and exports. 


The post-war import increase throughout Latin America 
ras due to either permanent factors or circumstantial 
auses. The former include the requirements of economic 
evelopment, which oblige Latin-American countries to 
cquire more capital goods, raw materials, fuels and, in 

good many cases, consumer goods essential to the main- 
snance of normal supplies. The circumstantial causes made 
heir appearance chiefly at the end of the war, when normal 
mports—to which must be added the deferred demand pent 
p during the enforced isolation of the war years—were 
snewed. Later, the fear of possible shortages due to events 
1 Korea gave a new and stronger impulse to imports. In 
1e first case, imports could be financed by exports and 
ccumulated reserves; in the second, they were paid for 
1 the same way, but with the further assistance of short- 
.rm credits, and, in some instances, at the cost of heavy 
ysses to reserves, with the risk of their rapid exhaustion. 
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In addition, the favourable contribution of an improve- 
ment in the terms of trade during the period from 1947 to 
1951 should not be overlooked. 


Until 1950, the post-war growth in exports was slow and 
underwent frequent fluctuations. For some years the trade 
balance had a deficit in several countries owing to the in- 
crease in imports. Except in 1949, Mexico showed a con- 
stant deficit offset only by surpluses in other accounts, 
especially services; Brazil had an unfavourable balance in 
1947 and 1949; Peru in 1947, 1948 and 1949; Uruguay 
in 1947 and 1948, and Argentina and Chile in 1949. 


In 1950, peak exports began, enabling all the Latin- 
American countries, with the sole exception of Mexico, to 
achieve a favourable trade balance and to increase their 
monetary reserves. Nevertheless, the pressure of imports 
grew stronger in 1951, and many countries found them- 
selves faced with a deficit or a substantial reduction in the 
favourable balance. This had repercussions on the balance 
of payments and involved losses in reserves. Mexico’s ad- 
verse trade deficit stood at 268 million dollars, and the 
surplus in the balance of payments, which had amounted 
to 208 millions in 1950, fell to 27 millions; Argentina 
showed deficits of 264 millions in her trade balance and of 
204 in the balance of payments; Brazil witnessed the reduc- 
tion of a favourable trade balance of 425 millions to only 
68, while the balance of payments, with assets of 52 mil- 
lions in 1950, returned a debit of 310 millions in 1951; 
Uruguay had a deficit of 76 millions in the trade balance 
and 64 millions in the balance of payments, which in 1950 
had shown a surplus of an equivalent amount. On the other 
hand, other countries — Bolivia, Colombia, Cuba, the 
Dominican Republic, Guatemala, Honduras and Venezuela 
—improved their position. 


During 1952 the trend towards a deficit became sharper 
in some countries and appeared in others, so that Govern- 
ment policy aimed at restricting imports and encouraging 
exports. But the former provided better methods for cor- 
recting the imbalance than the latter, except in special 
cases. 


In fact,-as had occurred for many years, there was an 
evident tendency—aggravated in 1952 by a deterioration in 
the terms of trade—for exports to increase less rapidly than 
the gross product. This tendency was due to structural 
causes which have been analysed elsewhere, but it presents 
an interesting factor in the monetary field which also 
affected imports. 


The over-all rise in prices caused by the inflation makes 
it difficult for Latin-American exports to compete in world 
markets. This fact, the increase in the gross product, and 
the requirements of economic development, all exert pres- 
sure upon the import trade. Latin America’s marked bias 
towards imports has become clearly evident whenever 
countries have relaxed the restrictions normally in force. 
Such was the case, for instance, in Argentina, Brazil, Ecua- 
dor, Mexico and Uruguay, when fears as to the dependa- 
bility of their usual sources of supply led them to adopt 
various measures to encourage imports in 1951. 


The persistence of the downward movement in world 
prices during 1953, the difficulties encountered by many 
Latin-American countries in increasing their exports, and 
the corresponding need to impose severer import restric- 
tions, added more countries to the list of those that had 
already modified their exchange systems. The changes were 
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in the form of approximating quotations to the domestic 
currency value, at least in part, and particularly in rela- 
tion to those sectors where high production costs, influenced 
by inflation, obstructed the sale of exportable balances. The 
exchange reforms do not, however, disregard either the 
necessity of ensuring basic supplies—especially those con- 
nected with economic development—by offering them pref- 
erential rates, or the need to stimulate the influx of foreign 
capital. 


In Argentina recognition of the overvaluation of the peso 
took concrete form in 1952. The authorities granted better 
rates of exchange or special facilities for the export of 
cheese, butter, casein, frozen and tinned meat, wool, extract 
of quebracho and other commodities. Furthermore, new 
restrictions on imports were established in June of the 
same year. The same policy was followed in 1953, provid- 
ing some exports with even more favourable rates of ex- 
change. 


In 1951, at a time when monetary reserves were in- 
creasing, Bolivia in fact devalued the boliviano, including 
certain groups of imports in higher rates of exchange, 
attempting to offset the unfavourable influence of high 
domestic costs on exports. The devaluation attained more 
specific and concrete form on 13 May 1953, when the par 
value was fixed at 190 bolivianos per dollar, replacing the 
previous basic rate of 60 bolivianos. The new system re- 
placed all the multiple rates by this single rate and at the 
same time created a legal free market in which the bolli- 
viano is permitted to fluctuate and all transactions not 
specifically reserved for the official market may be effected. 
The official market is reserved for all trade transactions, 
Government payments, registered capital and certain speci- 
fied invisibles. Ad valorem taxes of 50 and 100 per cent 
were applied to less essential imports and a tax of 35 boli- 
vianos per U.S. dollar was levied on exports of the Govy- 
ernment-owned mining corporation. Since rates higher 
than the basic one—reaching as much as 247 bolivianos 
per dollar for certain invisibles and unregistered capital 
—had existed under the old system, the size of this devalu- 
ation was in reality considerably less than the difference 
between the 60 and 190 boliviano rates. Perhaps the most 
important aspect of the new system has been the unifica- 
tion of the exchange rates and the creation of a free market. 


In Brazil two important exchange reforms took palce. 
The first came into force in February 1953, undergoing 
some modification in August, and a second replaced it in 
October. Both had the double significance of devaluation 
and a diversification of the rates of exchange. In 1952, the 
fall in world prices convinced the authorities that the 
cruzeiro was overvalued. An indication of this situation 
was the discrepancy between the cruzeiro exchange on the 
oficial market (18.72 per dollar, purchase rate, and 20.22, 
sales rate with tax) and the quotation on the parallel 
market (37.50 in October 1952). It was considered that, 
although overvaluation had not prejudiced exports while 
prices were high, it placed a premium on imports and 
upon remittances of foreign capital profits (limited to 8 
per cent of the initial capital in January 1952), which thus 
proved more advantageous than reinvestment. The author- 
ities felt it was indispensable to establish multiple rates of 
exchange which would favour exports but not encourage 
the domestic transfer of capital to coffee production, which 
was still profitable at the prevailing rates. The multiple 
rates would also restrict imports without hindering the ac- 


quisition of capital goods and others essential to maintain 
the progress of Brazil’s economic development. | 


The new system created two markets, the first officie 
in which the quotations fixed by the authorities were main 
tained, and the second a free market in which quotations} 
were regulated by supply and demand. Transactions ont 
the official market covered all exports except those wh 
individually represented less than 4 per cent of the aggre- 
gate value of sales abroad during the previous three years., 
These could be transferred to the free market at the dis- 
cretion of the Superintendency of Currency and Cred : 
Similarly, the official market handled most imports, freight 
and insurance remittances, Government services, loans, 
credits or subventions of unquestionable value to the do- 
mestic economy, and remittances of profits on foreign 
capital in the case of investments of special importance to 
the country, particularly those devoted to under-developed 
zones or the public services. The transfer of interest on| 
loans and credits of the official market was limited to 8 per 
cent and for profits on foreign capital to 10 per cent. All 
other imports and remittances were dealt with in the free 
market, where transactions were not subject to rules ane 
regulations. Imports of goods, however, were controlled 
by licence and, if necessary, by a pro rata division of the 


entire quota among the various applicants. ‘ 


Thus the creation of the free market presupposed the 
existence of a new exchange rate for some transactions, 
and, given the difference between its quotations and that 
of the official market, had the effects of devaluation. While 
this system was in existence throughout 1953, devaluation 
and the diversification of the rates of exchange sharpened 
through other commodities being granted access to the free 
market in proportions amounting in some cases to as much 
as 50 per cent. The outstanding examples were coffee and 
cocoa, whose exporters could freely negotiate the foreign 
exchange revenue obtained in excess of official fixed prices. 
Thus the scope of the free market was broadened and 
several rates of exchange were in force, determined by a 
mixing ratio between the proportions negotiated on the 
oficial and free markets. Again, the maintenance of the 
equilibrium in the balance of payments made it necessary 
to impose severe import restrictions in both markets and, 
finally, to adopt, in October 1953, Law No. 2145, known as 


Instruction No. 70, which introduced radical reforms. — 


The most important innovation under the new system 
was the process of bidding or auction established for im- 
ports. This aimed at rationing the available exchange for 
imports among five categories, ranging in order of priority 
from those considered most essential to luxury goods, and 
for each of which the central bank assigns a foreign ex- 
change quota. The bidding is for a certificate or promissory 
note for foreign exchange, corresponding to the category 
of the imports, which confers the right to purchase foreign 
exchange at the official rate and to receive an import 
licence. The actual exchange rate is the sum of the price 
of the certificate, the official rate of exchange and the trans- 
fer tax of 8 per cent. In this way five new fluctuating ex- 
change rates were created, in addition to both the official 
rate for imports and some Government remittances and 
the free rate for transactions relating to capital and in- 
visibles. 


Exports are still negotiated at the official rate, but benefit 
by a subsidy of 10 cruzeiros per dollar, with the exception 
of coffee, on which the subsidy is only 5 cruzeiros. Thus 
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1e effective exchange rates are 28.36 and 23.36 cruzeiros 
er dollar respectively. 


The high quotations reached in the auctions justify the 
atement that this system has led to a substantial devalu- 
tion of the cruzeiro. 


Chile made an important amendment to its exchange 
ystem in July 1953 as part of an integrated economic plan 
esigned to check inflation. The specific aim of the ex- 
hange reform is to limit imports by unifying the selling 
ate at 110 pesos per dollar. Under the previous system, 
ower rates existed (31.10 and 60.10 pesos per dollar) for 
ssential goods the consumption of which, encouraged by 
1e exchange subsidy, had increased immoderately, thus 
ausing price disequilibrium on the domestic market. These 
xchange rates are maintained under the new system, but 
an be used only for official imports and other Government 
ervices. The buying rates (19, 17, 31 and 60 pesos per 
ollar) have remained unchanged, although here, too, uni- 
cation is projected. Furthermore, other special rates of 
3 and 50 pesos per dollar are still in force for certain 
rovernment transactions. In September a restriction was 
laced on imports of some luxury goods whose import had 
reviously been permitted on condition that foreign ex- 
hange for them was obtained from exports of domestic 
old output, for which the exchange rate was higher. 


Colombia devalued the peso in March 1951. Quantita- 
ive restrictions on imports were abolished, only certain 
rohibitions surviving, and the eleven exchange rates pre- 
iously in existence were reduced to three: a special rate 
or coffee exports; a purchase rate of 2.50 pesos per dollar; 
nd a sales rate of 2.51. At the official sales rate, which is 
ax-free, devaluation represented 22 per cent. The basic 
ate of 1.95 pesos for coffee was also applied to a propor- 
ion of exports which is gradually decreasing, and the 
emainder had the benefit of the 2.50 rate. Under this 
rocedure, the effective exchange rate for coffee was al- 
eady 2.335 by 15 July 1953. 


Reforms were introduced in August 1952 under which 
xports of certain secondary products benefit by a special 
ate equivalent to the quotation in the free market (ap- 
roximately 3.50 per dollar in April 1953). These exports 
lso conferred the right to certificates, authorizing imports 
f certain goods on the prohibited list, such certificates 
eing freely negotiable at the open-market rates of ex- 
hange. 


More goods were removed from the list of prohibited 
mports in 1953, although licences are granted only when 
1e surplus of certain commodities, such as rice, cement 
nd textiles, has been exported. The certificates obtained 
rom sales of these commodities are freely negotiable and 
an be used for acquiring permitted imports. The free trade 
1 gold of domestic output and the open negotiation of 
1e foreign exchange obtained by exporting it were au- 
1orized in July. 


In Paraguay, the aim of the devaluation dating from 
ugust 1952 was to improve the country’s ability to com- 
ete on foreign markets, an ability which had been ad- 
ersely affected by the fall in the world prices of some 
x<port commodities. The basic rate of 6 guaranies for the 
iain exports and essential imports was replaced by a 
uying and selling rate of 15 guaranies. Less essential 
nports are paid for at the rate of 21, and non-essential 
nports at 30 guaranies, coupled with exchange surcharges 
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of 6 and 15 guaranjes per dollar respectively. Subsidies 
were also granted on essential imports of wheat, flour, 
antibiotics and petroleum (6 guaranfes per dollar), and 
on some secondary exports (60 per cent). The free market 
was reserved for minor business. The depreciation has 
become even greater since January 1953. Imports were 
reclassified and the number of those at higher rates was 
increased, while a system of bidding was established for 
non-essential imports. Foreign exchange accruing from 
the principal exports, in excess of certain fixed basic values, 
is negotiable on the free market, and the subsidy granted 
on some exports because domestic costs had risen or world 
prices had fallen has been raised to 80 per cent. Certain: 
specific imports must also be dealt with in the free market. 


Although Peru has not recently modified the exchange 
system established in 1948 and under the currency reform 
of 1949, it should be noted that the disappearance of an 
official market and the freedom from exchange controls 
have recently led to a slight downward movement in sol 
quotations. The devaluation caused by reforms in 1948-49 
(from 6.50 soles per dollar to 16.10 for certificates in 
September 1948) substantially stimulated exports. The 
free exchange system, in turn, encouraged an increase in 
imports. Since then, Government policy has been aimed at 
correcting disequilibrium in the trade balance and arrest- 
ing any depreciation of the sol by means of domestic 
monetary and fiscal measures or by raising customs duties. 
Thus, in September 1953, sharp increases in import tariffs 
were autorized, but were rescinded shortly afterwards. 


Uruguay has made use of the existing multiple exchange 
rates to authorize de facto devaluation, either by giving 
certain exports a partial right of access to the free market 
—limited in principle to non-commercial transactions—or 
by granting them higher exchange rates through compen- 
sation arrangements. In July 1953, for instance, a com- 
pensatory rate of exchange was established for the export 
of wool tops: 65 per cent at the rate of 2.35 pesos per 
dollar and 35 per cent at 1.519. Thus the application of 
this system results in the existence of a variety of mixed 
rates. 


The aim of these devaluations, whether apparent or less 
manifest, is simple. Firstly, they constitute an attempt to 
encourage exports when domestic costs, increased by infla- 
tion, place exportable products at a competitive disad- 
vantage with prevailing world prices. Secondly, they aim 
at restricting imports when the quantum of the latter 
upsets the balance of payments and involves a loss of 
monetary reserves. Both situations generally reveal a dis- 
parity between the internal and external values of the 
domestic currency. In many cases a greater inflow of for- 
eign capital is being sought, in others the aim is to intro- 
duce structural changes in the composition of exports or 
imports. 


The assumption of disparity between the external and 
internal values is generally based on foreign trade trends 
which are taken as symptomatic. Declining exports or 
greater imports are interpreted, apart from special causes 
affecting individual commodities, as an indication that 
the prevailing rates of exchange do not correspond to a 
balanced parity. In most cases there has been in Latin 
America a pronounced rise in domestic prices over recent 
years, due to the inflationary process, while United States 
prices have risen moderately and dollar rates of exchange 
have undergone only slight increases. These are the 
three variables which help to determine the relative value 


of Latin-American currencies and the dollar, and, broadly 
speaking, they enable the extent of the assumed over- 
valuation to be estimated. (See in table 113 a comparative 
estimate for four countries, which may serve as an ex- 
ample.) 


The results obtained from these four countries are 


Table 113. Indices of monetary over (+) or under (—) valuation obtained by means of the terms 
of trade in Bolivia, Brazil, Chile and Peru and the wholesale price index in the United States 


(1948 = 100) 
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interesting. It is confirmed that there was a sharpening 
of the overvaluation of the currency in Bolivia, Brazi 
and Chile, and that the draft project on which the lat 
exchange reforms were based was in principle correct. 


The case of Peru is even more interesting. Before the 


1948 exchange reform, the overvaluation of the sol—in 
} 


my seen Pe teen ieceeade tenia 
Goto earn, prhee  _ Menai art TS «enh tae ae ileal ed eae ee 
Bolivia: 
OAS RA Aoki 2 100 43.42 100 100 100.0 100 0 
EOAQ a Bs eee. 110 43.42 100 110 94.3 117 +17 
LOS Ois2 xdtera ane Grete 146 63.60 144 101 98.1 103 + 3 
Ras Sree. sae 179 63.60 144 124 109.4 103 +13 : 
GED Re, HAPS eae WZ 63.60 144 147 106.6 138 +38 | 
Brazil:° 
(A) "L948 3 seekees 100 18.38 100 100 100.0 100 0 
L949 Se Paee. ay 18.38 100 111 94.3 118 +18 
hOSOMR er one 127 18.38 100 127 98.1 129 +29 
LOS decent Set 154 18.38 100 154 109.4 141 +41 
EE PAS Ss Sa aa or 172 18.38 100 172 106.6 161 +61 
1 OSS caatantintssete 184 18.38 100 184 105.6 174 +74 
(B)EV9AG oe sveyers eis 100 19.66 100 100 100.0 100 0 
LOA ee ae. Tell 19.66 100 WAT 94.3 118 +18 
O50 serie Pare 19.66 100 1PAE 98.1 129 +29 
\ [O51 weer. 154 19.66 100 154 109.4 141 +41 
1952 See eeeeds 172 20.22 103 167 106.6 L5G +57 
O53 E Br tase eS 184 20.22 103 179 105.6 170 +70 
Chile:4 
(A)BL949 re ceece c 100 65.55 100 100 100.0 100 0 
LO4O We eons 114 99.08 151 uD 94.3 79 —21 
LOSOSe cee 134 72.50 111 121 98.1 123 +23 
OSI eee ee 175 90.00 137 128 109.4 LZ +17 
O52 in ence Pali 118.59 181 120 106.6 2 +12 
OSS sane sees 275 110.00 168 164 105.6 155 +55 
(B) S94 o ee ere 100 43.00 100 100 100.0 100 0 
LOAO Sei oot 114 43.00 100 114 94.3 121 +21 
LODO eee er 134 60.00 140 96 98.1 98 — 2 
LOS eee 175 60.00 140 25 109.4 114 +14 
O52 Reena SANG 60.00 140 155 106.6 145 +45 
LOSS RREE LTE ee DAS) 60.00 140 196 105.6 186 +86 
Peru 
LOBOS cca. Fe 100 6.50 100 100 100 100 0 
LOA ie reveicustaytrere 135 6.50 100 135 122 111 ll 
LOAG mre sere 169 16.10 248 68 133 51 —49 
VO4O es ae cee 236 14.81 228 104 126 88 —12 
OS OMe os te cee 276 14.95 230 120 135 89 —1l 
OST a recite evore ets © 323 15.28 DEAS {ley 146 94 — 6 
NOEL Soe Oertene 339 15.60 240 141 143 99 — 1 
OSS emaehs vex, 9.4) 346 16.13 248 139 142 98 — 2 


Note: This table was prepares according to the method 
used by the Research Department of the International 
Monetary Fund in its memorandum, Measures of Over- 
valuation and Undervaluation, prepared by S. M. Christo- 


vich (doc. R.D. 857). 


' * The figures correspond in all cases to the month of 
une. 


> The exchange rate used was the basic buying rate. 
For this country, the figures for the cost of living index 
have been used owing to difficulties in keeping wholesale 
prices up to date. 


° Calculations have been made according to exchange 
rates used: (A) official buying rate, and (B) official selling 


rate. Stig 


¢ As in the case of Brazil, two rates of exchange have 
been used: (A) controlled bank rate, and (B) basic import 
rate. 


° For this country, the free rate of exchange has been 
used and, unlike the other countries, 1948 was not taken 
as the base year since in September of that year there 
was a monetary devaluation. 
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lation to the previous year—stood at 11 per cent. When 
le exchange rate moved from 6.50 in the official market 
. 16.10 for certificates, the overvaluation was converted 
ito undervaluation or a depreciation of 49 per cent in 
lation to the par value for the base year (1946) .?8 
henceforward undervaluation was gradually corrected, 
specially by the operation of a rise in the domestic price 
vel, partly influenced by the currency devaluation itself, 
ntil in 1952 and 1953 the initial par value was almost 
tained. 


It would thus appear that, through the free operation 
f supply and demand, the sol gradually sought its own 
alanced level, adjusted to a parity of purchasing power. 
lowever, it should primarily be noted that this level of 
quilibrium does not really exist, but is simply the level 
revailing at a particular period, that of the base year. 
gain, domestic fiscal and monetary policy enables a 
omparatively successful correction to be made in the 
ndencies of overvaluing or depreciating the sol. This 
xplains why variations in the exchange rate were slight 
hile there were sharp upward movements in domestic 
rices. 


This procedure appears to be more accurate than that 
f assessing the overvaluation by the difference between 
ficial exchange rates and those on free markets (when 
1ese are legally recognized) or on the parallel market. 
n point of fact, quotations on these latter markets do not 
eflect the real tendencies of supply and demand, except 
rithin the limited scope of their operations, which repre- 
ent a very small proportion of the whole. 


Such a procedure is theoretically valid for determining 
1e parity (or disparity) of the purchasing power of a 
urrency and for use, in its turn, as an indication of what 
ie equilibrium exchange rate would be. But it cannot be 
elied upon in determining to what extent prevailing 
ates of exchange, when unadjusted to this theoretical par 
ate, adversely affect exports, immoderately encourage 
mports, or constitute, for these reasons, a hindrance to 
ne structural changes which it may be desired to intro- 
uce in one or other. 


An initial disadvantage arises from the multiple rates 
f exchange prevailing in most countries, and, if this 


22 The undervaluation was really less, since the rate of exchange 

\r Certificates only applied to some exports, the proportion grad- 
ally increasing until all exports were included towards the end of 
949. For this reason, and because some imports had previously 
een granted rates higher than the official level, the devaluation 
‘as less than appears to be the case. 
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method is used, a simple average, or the selection of a 
rate which is considered to be most representative, intro- 
duces an element of arbitrariness. The disadvantage could 
be overcome by means of averages, weighted by the size 
of the operations transacted at the various rates, in such 
a way as to measure the overvaluation (or the under- 
valuation) more accurately by reference to purchasing 
power. Even so, apart from the practical difficulties which 
would be encountered in preparing such averages, the 
result would be of no great use for the purposes aimed at 
especially in regard to exports. 


It is well known that Latin-American exports are mainly 
unilateral, that is to say that a large proportion of them 
is accounted for by one commodity or one group of com- 
modities (coffee, cereals, petroleum, sugar, etc.). Thus 
the factors that help to determine the suitability or unsuit- 
ability of the rates of exchange are inherent in the rates 
themselves, in the export prices of the commodity con- 
cerned and in its domestic costs. When these costs are not 
to any appreciable degree made up of expenditures in 
foreign currency, they can be expressed with reasonable 
accuracy in terms of the domestic price level. Conse- 
quently, the problem of overvaluation or undervaluation 
of a domestic currency is not one of the relation of pur- 
chasing powers in general, but of the profitableness of a 
particular commodity, given its cost, its export price and 
the buying rate of exchange allotted to it. The belief that 
the currency is overvalued, which has inspired many of 
the recent exchange reforms, is, therefore, limited to the 
idea that the prevailing exchange rate prejudices certain 
exports, either because costs have risen, or because the 
world prices have fallen, or because both have occurred 
simultaneously. The exchange rates have been established 
by reference to the same circumstantial and historical 
criteria, with a view to maintaining output levels and 
ensuring foreign sales. 


If overvaluation and undervaluation are calculated 
within these limits and confined to a single commodity, in 
order to establish the effects of the development of costs 
in association with the exchange rate fixed for the foreign 
currency accruing from its export, the results may be 
very different from those obtained by comparing pur- 
chasing powers in general. (See, for example, the case of 
Brazilian coffee in table 114.) 


Hence it emerges that, while the cruzeiro appeared to 
be heavily overvalued in relation to price levels in the 
United States, it was undervalued in relation to coffee 
prices. The established rate of exchange therefore placed a 


Measurement of overvaluation and undervaluation 


of the exchange rate for Brazilian coffee 
nnn EE 


olesale Monetary 
Wholesale EE wie he ‘amt Hiei over or TE 
ic 7 in. terms of ) rade for (— 
said ee iar Index he dotiae Oe eades coffee valuation 
LOAG horas s siete 100 18.38 100 100 100.0 100 — 
VAD eens ol 111 18.38 100 Ula) Key 33 95 — 5 
WOSOE mene ctr as 127, 18.38 100 127 208.0 61 —39 
TOON R ecieeren 154 18.38 100 154 230.6 67 —33 
POSES aes stents 172 18.38 100 172 2000 73 —27 
MOSSRs eae he 184 18.38 100 184 


Source: Economic Commission for 
a June. 


Latin America, based on official statistics. 


premium on coffee exports. However, some remarks as to 
the interpretation of these conclusions must also be re 
corded. 


The undervaluation of the coffee-cruzeiro is an expres- 
sion of the change in relation to a previous period taken 
as the base year, and it may not reflect a balanced par rate. 
Thus, the process of undervaluation is as likely to display 
an increase in exporters’ profits as a decrease in their 
losses, an alternative which weakens the figures, since they 
indicate not the size of profits, but rather relative varia- 
tions in the coffee trade position. In reality, the remark- 
able rise in coffee prices between 1948 and 1950—much 
sharper than in domestic prices—served to ‘hide the over- 
valuation of the cruzeiro. Since 1950 the upward move- 
ment in coffee prices has been less acute, and the under- 
valuation of the cruzeiro increasingly slight. Coffee plant- 
ers, ‘in whose relative position there has been an obvious 
deterioration, were, as has already been noted, able to 
use the free market for a proportion of their exports in 
1953: 


When there is only one buying rate of exchange for 
exports, or when its variations are very limited, the prob- 
lem of overvaluation often arises in connexion with sec- 
ondary products the costs of which are high in relation 
to prevailing world prices. At this point the need emerges 
to encourage them by means of special rates, either higher 
or of a different nature. This case may occur as the re- 
sult of a downward export trend caused by a price fall, 
or when the commodities concerned are new to the export 
trade and the incentive of a subsidy is required, that is, 
when the introduction of structural changes in the com- 
position of exports is attempted. 


The modifications in Latin-American exchange rates 
have been inspired by these practical criteria, normally 
with a view to offsetting the influence of the fall in world 
prices for essential commodities. At times devaluation has 
been openly adopted; on other occasions new and special 
rates of exchange have been created or mixed combina- 
tions of those already in operation have been established. 
In the latter case—examples of which are to be found in 
Argentina, Brazil and Uruguay—such measures have in- 
volved an increase in the multiplicity of exchange rates. 
This is in marked contrast to the trend for simplification 
and unification to be noted elsewhere, in Bolivia and 
Ecuador, for example. 


A special case, in which the exchange rate is almost 
entirely without significance as an expression of currency 
equivalencies, is that of exports by foreign companies, 
in which most of the costs are commonly defrayed in 
foreign exchange. In this case it may happen that the 
domestic currency appears to be abnormally overvalued. 
This occurred with dollar copper revenues in Chile, where 
the foreign companies are obliged to sell to the Govern- 
ment to obtain the domestic currency for their internal 
expenditures. It is obvious that here the exchange rate is 
arbitrary, contractually fixed, and conceals a kind of 
royalty or fiscal tax. 


Overvaluation is more real and more simple in the case 
of imports. An estimate based on a comparison of the 
purchasing powers appears sufficient to reflect its magni- 
tude. At the same time, currency devaluation is apparently 
more effective in limiting or selecting imports. But its 
effects depend solely upon the extent—which in Latin 
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America is generally slight—to which import prices are 
elastic. hv all 


It should be recalled that currency devaluation of thi 
type has in a greater or lesser degree become a part 
the traditional exchange policy of some Latin-Americ 
countries. But some refinement in the technique and a1 
increase in the attention paid to the fundamental problem 
of each nation’s economy, in so far as they may be affecte 
by the exchange system, may be noted. In almost every” 
case, devaluation has been carried out to cope with for- 
tuitous circumstances that have been considered unfav: 
ourable to the monetary-reserves or the balance-of-pay- 
ments situation; but the far-reaching significance of th 
plans and programmes for economic development, with 
which Governments are concerned nowadays far more 
than previously, has not been overlooked. In some cases 
the loss of prestige suffered by quantitative import restric. 
tions through exchange regulations and greater confidence 
in domestic monetary policy is also apparent. It shoul 
not be forgotten that the results which may be more or 
less immediately caused to the volume, and even to the 
composition, of foreign trade, influence the symptoms 
rather than the essence of the economic problems faced 
by the region at its present stage of development. Thus, 
for example, devaluation may enable a transitory crisis in 
traditional exports to be overcome. But this is only a 
feeble contribution to the essential task of substantially 
increasing the quantum of exports, whose notorious down- 
ward trend is due in part to the rise of domestic consump- 
tion as the gross product increases. As is much more 
obvious, neither a reduction in imports nor the changes 
achieved in their composition alone can provide perma- 
nent solutions in face of the need to increase imports to 
the level required by the desired rate of development. _ 


In a survey of the results achieved by exchange policies 
it is not simple to distinguish between the influence of 
devaluation and the effects of either other fiscal or mone- 
tary measures or factors beyond the reach of Government 
action. In most cases devaluation has been inadequate, 
alone, to produce positive effects, and its reinforcement 
by supplementary policies thas almost always been 
necessary. 


The inadequacy of devaluation alone was seen in 
Brazil, where the system which was established in Febru- 
ary 1953 but remained in force only until October, failed 
to achieve any increase in exports. It is true that climatie 
factors intervened, adversely affecting production; never- 
theless, domestic costs were unfavourably influenced by 
wage increments and higher prices for many imported 
goods. Foreign capital did not respond to the stimulus 
of the attractive free market rate, and the very fact of the 
currency devaluation, accompanied by a sharpening of the 
inflationary process, operated as an adverse factor. In 
addition, the devaluation had scarcely been authorized 
when the favoured sectors claimed greater protection, 
while others that were excluded, such as coffee, demanded 
to be included in the new system. 


Nor was devaluation sufficient to restrict imports to the 
limits required by the scaricity of foreign exchange. At- 
tention has already been drawn to the strong bias towards 
imports common to all the Latin-American countries, in 
which a high exchange rate is unable to restrain the 
pressure of demand. The Brazilian authorities were thus 
compelled to tighten restrictions and to establish the 
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ding system, or the auctioning of foreign exchange for 
ports. 


In Colombia, exports increased moderately, perhaps 
‘tly as a result of the 1951 devaluation. Imports also rose, 
spite the devaluation, when the quantitative restrictions 
re abolished. The pressure exerted on imports by the 
ease in the money supply and further strengthened 
an inflow of foreign capital had to be offset by domestic 
lationary measures, the stabilizing role of public fin- 
ce being particularly noteworthy. In March 1953 there 
$ a rise in the bank cash rate. 


Chile’s recent devaluation related to imports at the time, 
d its effect cannot yet be appreciated. It was accom- 
nied by certain porhibitions on luxury goods—the im- 


port of which had not been arrested by the exceptional 
and high exchange rates previously established for them 
—and by a policy of credit control. 


The depreciation of the sol in Peru, which grew more 
acute in the closing months of 1953, was largely due to 
the upward movement in imports. The initial devaluation 
(1948-49) appeared to give substantial incentives to ex- 
ports, and also influenced imports with the aid of perma- 
nent restrictions, a stabilizing fiscal policy and selective 
credit control. These measures were not able, however, 
to prevent the recent and more disquieting imbalances, 
which, although they originate from deeper-lying economic 
factors, have undoubtedly been aided by the free exchange 
system. 
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THE MAIN BRANCHES OF PRODUCTION 
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Chapter I 


AGRICULTURE 


I. GENERAL CONSIDERATIONS 


From the beginning of the 1952/53 farm year, there 
re important developments in Latin-American agricul- 
e, some of which reacted adversely upon individual 
momies. Among such factors were the price decline on 
- world market, a weakened demand for some commodi- 
s, the frosts in Brazil which destroyed a substantial pro- 
rtion of the coffee crop, droughts in both northern and 
itral Mexico and north-eastern Brazil, and the unusually 
olonged rainy season in Ecuador’s principal agricultural 


Nevertheless, certain factors offset the unfavourable ef- 
fects of these phenomena on over-all Latin-American fig- 
ures, and in 1952/53 permitted a 9.2 per cent rise in the 
quantum of production in relation to 1951/52 and 35.5 
per cent as compared with the pre-war period. (See table 
115 and chart LVI.) Among these elements were the sharp 
upward movement of coffee prices and sustained demand 
for this commodity on world markets, Argentina’s excep- 
tional agricultural recovery, and increasing efforts by some 
Governments to accomplish their agricultural expansion 


a. 


Table 115. Latin America: Indices of the quantum of agricultural output 


programmes. 


(1947 /48 =100) 
1934/38 1948/49 1949/50 1950/51 1951/52 1952/53 

TOTAL AGRICULTURAL OUTPUT 84 100 101 106 104 114 

Per capita agricultural output........... 107 98 97 98 95 101 
Potahfaodsnifsms eer o et. sek eke CG 99 99 105 10i 113 
Pesseapitattocdstuiisescer.= ers ent sete 98 oT 94, 98 92 101 
WHiea ARNIS, ee OAS tO Sd TR 94 88 85 93 55 121 
Maize seers Se hd a SS 114 87 om 94 88 103 

IRI compre ee ase ote wie atee este apes 52 117 126 128 127 134 
Othercereals?. Foe AEE oe: 72 85 67 103 66 169 
Roots. anditubersest Cte J AAA 67 103 104 lil 106 115 
Dryppulsest. Aig.b Adee StL et . 75 106 102 104 97 112 
Edible oil-seeds®. . 2.5.6... 2.20 cies 71 116 116 118 118 109 
SUI AR ee Easel ts aiey Poein ope es hues ds 53 93 96 103 118 106 
GoCOA SH. See eed elie exercete roaoweupae pe 109 113 134 ie 110 116 

BT ULE ae wean hades Geta 2/5. aati, « 75 107 112 114 2% 129 
Weretablestis mus via toga sain. niss's ps 5.6 30 109 118 118 124 135 
IWeat Een isetesic.c te cietavs este. secs ease 82 104 107 106 103 103 
AMEND, Seo thigh enc peal nbs hagbes Sec 72 91 107 100 87 TLL 
WOUASELILULGTUS ute h ceelsyt ere dete eek ase 110 103 103 103 106 J12 
Per j\capital stimulants 1). 6 sjsjecterl 42> - 140 101 98 ~ 96 97 100 
Goes eee tok tebe decree nice 120 105 105 102 107 113 
Othenrstintulantes ery. in elles ois © 67 96 95 109 101 107 
Total industrial oil-seedsi...............- 150 68 80 1 og 75 
Per capita industrial oil-seeds........... 191 67 76 70 34 67 
TCE) FOROS os 5S Sethcuante Bee bod ao Le 93 116 128) 124 146 134 
Percapitahbrés sR oA hie. BIE 119 114 123 116 133 120 
(COLON AVA Schl Ashee eeee 2 130 103 130 147 139 173 150 
WiGGl semshys Maths. Seca «11am Glass 82 95 98 101 99 103 
Other Gbrds® soschy doses iecee ase 60 91 105 100 112 121 


Bnet eerie te tee) SN EO ote tee Dl edt se eee tas 


Sources: Official publications and organizations of the 
respective countries. For more comprehensive informa- 
tion, see the source for table 128 of the Economic Survey 
of Latin America, 1951-52. Jn calculating the index of 
agricultural output, the same methods and figures have 
been used as in the above-mentioned Survey, with the 
exception of the correction made to the preliminary figures 
for the agricultural year 1951/52 and of the inclusion of 
the following commodities: tomatoes, fresh and dried chile 
peppers, pineapples and abaca. 


= Average. 

b Oats, barley and rye. 

¢ Potatoes, manioc and sweet potatoes. 

4 Beans, chickpeas, lima beans, lentils and peas. 

e Cotton seed, sunflower seed, peanuts and sesame. 
f Bananas and pineapple. 

£ Tomatoes, fresh and dried chile peppers. 

h Beef, mutton and pork. 

i Tobacco, mate and tea. aed: 

i Linseed, castor beans, tung, babasu and oiticica. 
k Sisal, abaca. 
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Chart LVI 


INDEX OF LATIN AMERICA’S 
AGRICULTURAL OUTPUT 
Base 1947/48—100 
(Natural scale) 
Totals Per capita 
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Mexico, the Central American and Caribbean countries 
—with the exception of Cuba, Nicaragua and Honduras— 
and all South American countries—excluding Bolivia, 
Colombia and Ecuador—exceeded the level of the previous 
year. A number of difficulties were overcome, especially 
those of a climatic nature in some areas, and the adverse 
world market position in many cases. 


Despite the achievement of high output levels, the situa- 
tion is not so satisfactory if the rate of growth in popula- 
tion is considered. Indeed, although in 1952/53 the almost 
constant downward movement of per capita production was 
arrested, with a level 6.8 per cent above the preceding year 
and 1.3 per cent higher than 1947/48, the 1952/53 figure 
was still 5 per cent below pre-war per capita output levels. 


The sharp world price drop—principally affecting 
cereals, cotton, sugar, hard fibres and oil-seeds—empha- 
sized the negative influence of the mounting inflation in 
production costs. These latter cause a considerable rise in 
domestic prices, which placed commodities in unfavour- 
able competitive conditions on the world market, since 
rates of exchange were maintained which did not reflect 
the true foreign purchasing power of individual curren- 
cies. Efforts were made to correct this situation, through 
devaluation adopted in varying degrees by a number of 
countries, but the price problem has shown little change. 


As in former years, agricultural financing has not re- 
ceived the necessary impetus to achieve rapid develop- 
ment. Only in isolated cases was a real interest in invest- 
ment for agricultural activities apparent. Some countries 


Part II. The main branches of production 


continued to make efforts to enlarge artificially irrigated 
zones, while elsewhere—especially Argentina—ofhicial at- 
tention was focused on mechanization. As regards private 
enterprise, the size of the investment to increase coff ee 
production was outstanding, particularly in the old” 
coffee area of Brazil, where the objective is to improve 
production techniques through the use of modern fertiliz- 
ing methods, soil conservation, mechanical irrigation, et 


However, government activities and private enterprise 
have not yet resulted in sufficient investment or adequate 
incentives for accelerating the rate of growth. Agricultura 
credit, despite its expansion in some cases, is insufhcient 
to remedy the pronounced decapitalization in this sector, 
since it is largely directed towards the incoporation of new 
land areas, only an insignificant share reaching smal]- 
holders. Ceiling price policies established in some coun- 
tries, together with ineflicient marketing and transport sys- 
tems, are considerable obstacles which have been overcome 
in only a few cases. The very substantial difference between. 
the prices paid by the consumer and those obtained by 
the farmer discourage the latter and neutralize his efforts, 
Furthermore, low productivity must be added to the influ- 
ence of inflation in raising costs. | 


The impact of these favourable and adverse factors has 
differed beteween commodities for export or for domestic 
consumption. The former have suffered from greater world 
supply, with a consequent price decline and decreased in- 
terest in them, resulting in a substantial curtailment of out- 
put. In some cases—linseed, castor oil, and other industrial 
oil-seeds—a downward movement had been apparent for 
several years, but in others—sugar, cotton, sisal and certain 
cereals—the decline is of recent origin and either influ- 
enced the last crop or will affect the next harvest. 


In contrast, domestic demand for consumer goods and 
raw materials was not only maintained but in some cases 
exceeded the previous year. This was due both to rising 
per capita income and to strict import restrictions on these 
commodities. Crops grown for domestic consumption have 
increased over recent years owing to high domestic price 
incentives, production development policies aimed at self- 
sufficiency, or the establishment of guaranteed prices. 
Furthermore, in a number of countries, agricultural expan- 
sion programmes have been drawn up, in some cases as 
isolated projects and in others as an integral part of over- 
all economic development plans, and these programmes 
tend to raise production levels. 


This situation has caused a very pronounced change 
during recent years in the composition of Latin-American 
agricultural production, which now favours domestic con- 
sumption commodities. In addition, such consumption is 
absorbing a growing share of other items which were tra- 
ditional export commodities. Figures corresponding to 
each production sector show this dissimilar growth. If 
export crops are considered alone, their output has shown 
slow progress, since it has for several years remained below 
pre-war levels. Only in 1952/53 was the quantum of out- 
put 6.4 per cent above 1937/38 and 7.9 per cent over the 
1947/48 levels. Per capita output, however, was 25.3 and 
3.7 per cent below these periods. In contrast, crops for 
domestic consumption expanded much more rapidly. The 
1952/53 production level was 59.8 and 17.1 per cent above 
the pre-war and 1947/48 figures respectively. Similarly, 


per nes output rose by 11.9 and 4.5 per cent. (See table 
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Table 116. Latin America: Quantum 
compared with that of commodities 


of output of commodities intended principally for export 
destined almost exclusively for domestic consumption 


Commodities 1934/38a 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
L aie 
Ti cas commodities intended princi- JEN aaa Sg 
Ph rsa oatic tales cerns 3,194.7 3,150.7 2,984.7 2,951.9 3,093.5 3,070.1 3,399.3 
Maes GET. Sys Ree ee 544.1 520.0 416.0 411.5 463.7 168.0 605.1 
Regie eect eee 380.2 228.8 151.8 36.8 Wes) 89.8 156.2 
bei Sfah anxca sameeren copeets 121.8 153.4 143.9 146.5 149.8 145.7 W525i 
Linseed. es... 195.2 94.9 52.2 mS 61.7 43.2 65.4 
pr asd eed 1,023.7 845.0 886.8 887.4 863.1 907.5 954.8 
cee rere Wa So ue es SilaysIh 709.4 629.8 658.8 694.7 845.6 686.0 
ee Se ete eros, ae SAH 333.0 446.4 486.4 481.9 594.6 499.2 
eae deg haan Lae? 158.1 168.8 157.8 WSS.) 173.4 171.7 
Sami a sniese <!ge a ere 34.9 42.0 35.6 34.6 32.6 Bora 38.3 
: é ‘ Thies Piatra: tise a8 8.8 ees 18.0 19.0 21.9 25.0 
eed cans Sin, EC OS OE 24.1 3os0 29.0 26.5 25.5 22.8 24.7 
ODACCO ey nical sons o oie 14.7 24.0 Maes) 16.3 28.7 24.3 20.2 
Total commodities destined for 
domestic consumption'........ 3,824.1 5,220.0 5,411.1 5,534.4 5,741.6 5,636.6 6,112.0 
II. Indices (1947/48 = 100) 
Total commodities for export..... 101.4 100.0 94.7 OB nt 98.2 97.4 107.9 
Total commodities for export, per 
CONICS eS eRe I ne 129.3 100.0 92.7 89.2 91.6 88.8 96.3 
Total commodities for domestic con- 
ISIUITEDELOIU Nest Pearson iets eucior ay eters Cees (OSP4 100.0 103.7 106.0 110.0 108.0 alia 
Total commodities for domestic 
consumption, per capita...... 93.4 100.0 101.5 101.0 102.6 98.5 104.5 


Source: Economic Commission for Latin America, based 
on official statistics of output er by prices in dollars 
at 1948 values on the world market. 


= Average. 

b At 1948 prices. 

¢ Argentina. 

4 Argentina and Uruguay. 

e Brazil, Colombia, Costa Rica, Dominican Republic, 
Ecuador, El Salvador, Guatemala, Haiti, Honduras, 
Mexico, Nicaragua, Venezuela. 


This basic modification, although it allows Latin Amer- 
a’s agriculture to be less vulnerable to external fluctua- 
ons, hampers the possibilities for the indispensable rise 
1 the capacity to import through greater exports. 


This adverse influence will be offset to the extent to 
hich some countries are successful in their efforts to be- 
yme self-sufficient in those commodities (mainly wheat, 
ce, sugar, oil-seeds, meat and cotton) which must be im- 
orted at the cost of smaller purchases of capital goods 
nd other essential articles. Some republics have attained 
eir objectives and some have even obtained exportable 
irpluses, examples being sugar in Colombia; rice in 
olombia, Ecuador, Peru and Uruguay; cotton in Mexico 
nd Nicaragua, and sunflower seed in Uruguay. In other 
ises such favourable results have not been attained, either 
ue to technical difficulties, lack of capital or to a faster 
ite of demographic growth than of production. 


Laetin America’s agricultural prospects for 1953/54 are 
ot propitious, because smaller crops are anticipated in 
any sectors. Despite having sown the same aggregate 
‘ea, and for many crops even more hectares than in 
952/53, Argentina will not obtain such good harvests 


f Cuba, Peru, Dominican Republic. 

® Brazil, Mexico, Nicaragua, Peru. 

4 Colombia, Costa Rica, Ecuador, Guatemala, Honduras, 
Mexico, Panama. 

i Mexico. 

i Brazil. 

k Cuba. 

1 Includes all those commodities, which, in the different 
countries, are cultivated principally for domestic con- 
sumption, although, should output exceed consumption, 
the resulting surplus is exported. 


because adverse weather has damaged several crops. 
Brazilian cotton output will again move downward and 
sugar will be restricted—particularly in Cuba—in accord- 
ance with the International Sugar Agreement. The most 
substantial decline, however, will affect coffee production. 
In Costa Rica, El Salvador, Honduras and Mexico the re- 
duction is estimated at 1] per cent in comparison with the 
previous year and is due to an unfavourable rainy season. 
The frost, which destroyed Brazilian coffee bushes in the 
states of Parana and Sao Paulo, will cause a decline of 
some 30 per cent, according to preliminary crop estimates 
for 1953/54, and somewhat less for subsequent years. 


This is of great significance to the economy of coffee- 
producing countries, and there may be numerous conse- 
quences. A strong upswing in world prices has already 
occurred, against which consumers have reacted by reduc- 
ing consumption and intervening in prices. These high 
prices will foster more intensive and advanced methods of 
cultivation in the region, but will similarly serve as an in- 
centive for increasing plantations in countries producing 
“strong” types of coffee, which, because of low prices, can 
compete on good terms with Latin-American coffee. 
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II. AGRICULTURAL CROPS 


l. Wheat 


Wheat is undoubtedly one of the crops to which most 
attention has been paid by Latin-American governments. 
The volume of consumption has obliged countries with 
inadequate production to attempt to increase crops to a 
maximum, since the imports necessary to cover supply 
shortages usually absorb an important share of their for- 
eign exchange. 


In 1952/53 as a result of these efforts and of Argentina’s 
excellent harvest, wheat production in Latin America 
reached a record level of more than 11.1 million tons, as 
against 9.2 millions in 1947/48 and an average of 8.6 mil- 
lions in the pre-war period. (See table 117 and chart 
LVII.) 


In reviewing the changes in the production of this 
cereal, it is necessary to deal with Argentina separately, 
this country alone having produced 68 per cent of the 
tonnage harvested in the region during 1952/53. It is also 
the only substantial Latin-American exporter.* All other 
countries, with the exception of Uruguay, produce in- 
sufficient quantities and must import supplies. 


In 1952/53, Argentina’s wheat crop was assisted by ex- 
cellent weather which enabled exceptionally good yields 
of as much as 1,380 kilogrammes per hectare to be ob- 
tained from a high percentage of the land sown. This crop 
was among the five largest in the last twenty-five years, 
totalling 7.56 million tons or 11 per cent above the pre-war 
average. Active technical co-operation, credit facilities for 
farmers, the establishment of production targets and guar- 
anteed minimum prices 28 per cent higher than those of the 
previous season (50 pesos per quintal instead of 39) all 
made it possible to counter the depressive effect of the 
drought of 1952. The area sown was 29 per cent above the 
1951/52 level but was still below official targets. 


* Uruguay also usually produces exportable wheat surpluses, but 
on many occasions it has had to import large supplies to be able to 
cover the shortages caused by bad harvests. Chile has also exported 
small surpluses in some years. 


Part II. The main branches of productior 


Mexico, Chile and Brazil may be mentioned among the 
countries with insufficient production but where substantial 
progress was visible in the 1952/53 season. Mexican out 
put has increased steadily during recent years, except im 
1951/52 following a drought. The government programme 
to discover varieties adaptable to Mexico’s soil and climate 


Chart LVII 
LATIN AMERICA: WHEAT OUTPUT 
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Table 117. Latin America: Wheat output, by countries 


(Thousands of tons) 
ew ees ae ne ae a See OE) eee MB 


Countries 1934/3884 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
Total Latin America (including 
PAT EEMULG) 0 te wade =, Woe ol gee 8,615 9,170 8,087 7,824 8,556 5,039 —«:11,083 
Areenting .ttsc.cu6f Li.csis< 6,802 6,500 5,200 5,144 5,796 2,100 7,564 at 
Total Latin America (excluding oe 
Unvented). gala 1,814 2,270 2,887 2,680 2,760 2,939 3,519 
Bramley ay. Jaane 149 405 438 532 424, : 
690 29 
C8 Ce aie? 779 1,071 1,114 821 975 916 1 a 
Calembhlmy. )), vouliaik, 91 118 128 102 130 140 aes 
Boaatlor WR. it. ie. 19 24 33 20 26 4 12, 
Guatemala Pees « Ea 9 8 14 16 20 26 28 q 
Mexioomatrpcerebiticis » hicks 314 AT7 503 587 590 512 680 t 
ah ge ee ee 76 137 129 144 157 162 164 7 
rates, ae 370 424 518 452 435 478 462 
Venezuelan actenonaed ic.cices.. 7b 5 10 5 5 4 6 


Source: Official statistics of the respective countries. 
= Average. 
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Brazil is undoubtedly the country where the greatest 
fforts have been made to replace imported wheat by do- 
nestic supplies. Although the climate is not ideal for this 
rop, it was possible to create and adapt new varieties to 
of soils and climates of the states of Rio Grande do Sul, 
anta Catarina and, more recently, Parana. Satisfactory 
fields have been obtained in several areas. An adequate 
levelopment policy has fostered the rapid increase of this 
rop ina relatively short time. In 1952/53, production was 
our and a half times greater than in the pre-war period 
ind twice as high as in 1947/48. There was a 19 per cent 
ncrease over the 1951/52 crop and the total production 
was 822 thousand tons. 


Nevertheless, in absolute terms Brazil has been unable 
o decrease wheat imports. They have risen year by year, 
with the exception of 1953: in 1951, 1.4 million tons of 
wheat and flour;? in 1952, 1.8 millions; and in 1953, 1.7 
nillions. However, production, which met only 36 per cent 
of the demand in 1951, now supplies 41 per cent. 


Wheat is the most important crop in Chile, both in area 
sown and in value. Production, however, can satisfy the 
10rmal requirements of the growing domestic consump- 
ion® only in abnormal years, when small tonnages have 
been exported. During the 1952/53 season, because of 
he establishment of a good price (830 pesos per quintal 
against 700 during the previous season), and a 50 per cent 
subsidy on the price of fertilizers, it was possible to sow 
339 thousand hectares. This area plus the exceptionally 
high yields (1.430 kgs per hectare) produce the biggest 
harvest in the history of Chile. Although it amounted to 
1.2 million tons, it was not sufficient to supply domestic 
demand, and it was necessary to import 200 thousand tons.* 


In 1952/53 the area sown in Uruguay was 12 per cent 
smaller than the previous year. But, due to good yields, 
162 thousands tons were harvested, that is, the crop was 
only 3 per cent below 1951/52. Discounting 380 thousand 
ons for consumption and adding 70 thousand tons car- 
ried over as a surplus from the previous harvest. Uruguay 
showed an exportable surplus of around 150 thousand tons. 


Although Colombia’s output is not large, the efforts 
made in this country to increase the wheat crop should 
e emphasized, in spite of unfavourable climatic condi- 
jons and of other difficulties which must be overcome. 
Among these are cryptogamic diseases and an unduly short 
season which does not permit normal wheat development. 
it has been necessary to establish high guaranteed mini- 
mum prices in order to cover production costs and research 
yn adequate seed varieties. 


These subsidized prices raised the average value of 
Jomestic wheat to three times that of imported wheat. Thus, 


2 Estimated in terms of wheat. 

3 Between 1931-35 and 1952 apparent per capita consumption rose 
rom 169 to 192 kilogrammes. 

4 Of these imports, 100 thousand tons were set aside to form a 
‘liaison reserve” for 1953/54 production. 
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while in 1950 the price of the former was 610 pesos per 
ton, that of the latter was only 200. In 1952 this ratio was 
980 to 318 pesos. 


In spite of these measures to stimulate domestic wheat 
output, production has not progressed significantly, since 
it rose by only 23 per cent between 1947/48 and 1952/53, 
reaching 145 thousand tons in the latter year. 


In the remaining countries, production has remained rel- 
atively stable, in spite of efforts to obtain higher yields. 


Only Bolivian wheat production appears to have 
dropped considerably. Judging by flour mill purchases in 
1952/53, production amounted to only 22 per cent of the 
1947/48 level and 75 per cent of the 1951/52 figure. The 
underlying reasons for this situation may be the price 
policy, which favoured the sowing of other grain, espe- 
cially maize, and some domestic difficulties limiting the 
area sown around Cochabamba, the principal producing 
zone. 


In 1953/54, wheat production will probably be lower 
than in 1952/53. Preliminary estimates are available only 
for some few countries. Argentina, in spite of the greater 
area sown, will apparently harvest a smaller crop, owing 
to droughts in certain areas. In Chile, an excessively rainy 
winter caused wheat sowing to be reduced by approxi- 
mately 30 thousand hectares. Uruguay expects a very sub- 
stantial crop since the area sown was 26 per cent larger 
than in 1952/53. The shifting of cultivation to more ap- 
propriate areas, an adequate price policy, the high standard 
of mechanization and the increasing use of better seeds 
have all contributed to the larger tonnage harvested in 
Uruguay. Mexican forecasts also indicate at least a 6 per 
cent increase, mainly due to credit facilities granted by 


the official banks. 


On the basis of Argentina’s shipments in mid-December 
1953 and those from Uruguay during the first half-year, 
exports exceeded 1952 levels by about 300 per cent, vir- 
tually equalling the 1951 figures. In 1953, substantial crops 
enabled Argentina to recover a prominent place among the 
principal competitors on the world market, since in 1952, 
foreign sales had contracted by 71 per cent in relation to 
1951. In 1953, Argentine wheat exports reached a level of 
2.5 million tons, slightly higher than the 1947/51 average. 
These sales accounted for 32 per cent of production, while 
domestic consumption absorbed about 3.8 million tons. 
Unfulfilled export commitments stood at 550 thousand 
tons, so that a surplus of about a million tons'remained un- 
sold. The government is planning to use these excess stocks 
to form a special reserve. Uruguay was able to maintain a 
high export level. One hundred and ten thousand tons were 
sold to Brazil and no problems in placing the exportable 
surplus of 52 thousand tons are anticipated. 


The International Wheat Agreement signed in 1953, to 
which Argentina did not subscribe, prevented prices from 
falling to exceptionally low levels and caused this coun- 
try to place its stocks on the “free market”, that is, outside 
the agreement. 


2. Maize 


When studying Latin-American maize output, it is advis- 
able to deal with Argentina individually, since this coun- 
try accounts for a large part of the total whilst a large 
proportion of its output is devoted to exports. Between 
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tthe pre-war period and 1949/50, maize production in the 
countries where it mainly supplies domestic consumption 
grew rapidly, subsequently remaining practically station- 
ary at that year’s level. Since 1950 there have been only 
insignificant fluctuations. In 1952/53, production in these 
countries stood at 13.6 million tons, or a little more than 
the previous year, and 20 per cent higher than pre-war 


levels. (See table 118 and chart LVIII.) 


The countries with the largest relative increases are 
Costa Rica and Guatemala. The former’s crop rose from 
14 thousand tons in the pre-war period to 98 thousand tons 
in the 1952/53 season. Production in Guatemala increased 
from 218 thousand tons to 575 thousand between the same 
periods and it was possible to export some tonnages to 
Mexico and El Salvador during the last two months of 
1953. This sharp production rise is attributed to additional 
sowings by many farmers obliged to cultivate their land in 
order to escape the effects of the land tenure programme, 
and also to the favourable effect of this reform on the 
output of farm workers. 


Chilean production remained more or less stationary 
between 1947/48 and 1951/52, but during the last farm 
year, production increased 30 per cent to 90.4 thousand 
tons. This was due to a substantial rise in the price ratio 
with wheat and sunflower seed, which favoured greater 
maize sowings. The latter crop substantially displaced sun- 
flower, and to some extent wheat sowings, in the central 
zone. The excellent yields were partly due to the use of 
hybrid seed distributed by the Ministry of Agriculture, 
which raised the average yield 30 per cent above that of 
common varieties. About 10 per cent of the aggregate 
sown area was planted with hybrid seeds. 


In Uruguay, where the 1951/52 crop was small owing to 
reduced sowings and severe drought, there was a consider- 
able increase in the sown area and excellent yields in the 
following year. This harvest of 218 thousand tons was one 
of the largest ever recorded, representing an increase of 
86 per cent over 1952 production. 


Part II. The main branches of production 


Mexico showed no significant increases in the 1952/53 
harvest. The Comisién Nacional del Maiz and the joint | 
activities of the Rockefeller Foundation and the Secretaria 
de Agricultura have enabled 12 per cent of the sown area 
to be planted with improved seeds. In addition to official — 
credits, private banks were authorized to participate in | 
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Table 118. Latin America: Maize output, by countries 


(Thousands of tons) 


Countries 1934/38% 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 

Total Latin America (including 
ANPRABIMUE oo nese 19,894 17,463 15,208 12,479 16,380 15,345 17,110 
AT PeMtN Gta aiak, se eevaut als G0 2 8,640 5,200 3,450 836 2,670 2,040 3,550 

Total Latin America (excluding 
AAO Vie SB. ooh 6s yO Con € 11,254 12,263 11,758 11,643 13,710 13,305 13,560 
Brazile, vas ASS ee a, © 5,776 5,608 5,449 6,024 6,218 5,907 6,110 
Central America>.... es 536 587 898 842 1,074 1,066 1,114 
oie, aT 69 14 65 61 71 "70 90 
(Golombiasemie. ...... acee 491 635 738 620 845 928 ky 
Cuba eerie ae 185 223 ras) 278 165 180 210 
Dominican Republic....... 136 ren 79 69 83 98 95 
INVEGKOIO she Geko RE 56 68 88 70 75 78 We 
Mex compere ner em t- ays: 2,989 4,137 3512 3,831 4,133 4,034 4,034 
lMlacinens « goiamoaiacs ae 25 40 AT Ya) 63 68 ' 1: 
Pavagilayeaneiia: act itie > - 61 84 110 105 95 126 107 
Peruatiines bsucac ee emis: - 452 244 ASV 276 299 321 322 
Uruguay.ce.ee ener 116 137 85 89 279 idigs 218 
VeneZuclatn .....0ch ole 361 350 483 323 310 a3 343 


Source: Official statistics of the respective countries. 
a Average. 


> Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua. 
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financing this crop and the Compaiia Exportadora e Im- 
portadora de México S.A. paid guaranteed minimum prices 
on behalf of the Government. These prices, which were 
profitable for farmers of common lands and for small pro- 
ducers who received official credits, were low for entre- 
preneurs in some new farming areas. 


_ Brazilian production remained stationary and the 
1952/53 crop was only 3 per cent higher than in the pre- 
vious year and only 5 per cent above pre-war levels. It is 
expected that the sharp rise in maize prices will act as an 
incentive for this crop and that Brazilian exports, pro- 
hibited since April 1952, will be resumed. 


Argentina is the only Latin-American country which 
normally exports substantial maize tonnages. The causes 
of the production drop, from 8.6 million tons before the 
war to only 2 millions during 1951/52, have already been 
reviewed in a former survey.° In 1952/53, however, the 
so-called “Maize Battle” sponsored by the Government, 
and the establishment of prices 12.5 per cent above 
1951/52 levels, caused a 32 per cent increase in the area 
sown. The crop, in spite of a 74 per cent rise in tonnage, 
was not as large as expected, owing in part to relatively 
unfavourable climatic conditions and, particularly, to the 
fact that many farmers did not harvest their crops, con- 
sidering that low yields and high production costs made 
it more profitable to use them for grazing. 


Latin-American maize exports increased 17 per cent over 
the 1952 level, and those of Argentina rose to 1,040 thous- 
sand tons. This volume, although three times as great as 
sales abroad in 1951, did not equal the average for 


1947/51. 
3. Rice 


The rapid expansion of this crop in Latin America since 
the last war, stimulated by shortages and high prices, ap- 
pears to have reached a relatively stable mark during the 
last three years. Rice crops do not show very wide fluctua- 


3 See ECLA, Economic Survey of Latin America, 1951-52, part III, 
chapter I (b) (ii) Maize, p. 154. 
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tions and in 1952/53 were only 5 per cent above 1951/52 
levels.° Rice importing countries made efforts to increase 
the harvest, aiming at self-sufficiency. (See table 119 and 
chart LIX.) Many succeeded without progressing further 
at later dates because plantation costs are high and do not 
allow Latin-American producers to compete on the world 


Chart LIX 
LATIN AMERICA: RICE OUTPUT 


(Semi-logarithmic scale) 
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Table 119. Latin America: Rice output, by countries 


(Thousands of tons) 


Countries 1934/38% 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
Total Latin America..... 1,843 3,538 4,136 4,442 4,519 4,489 4,737 
iNieahhene oo oe. Beene 38 116 121 130 141 174 194, 
Brazile ess. oye 1-232 2,354 2,702 3,218 3,182 2,931 3,161 
Central America>..... 50 57 715 65 61 87 83 
(Ghilewerccte elie we 9 89 83 84 40 80 93 
Colombiaen sees ae 96 290 333 251 318 326 286 
(Gubase omens See oe ae 20 70 61 WS 69 130 135 
Dominican Republic... aD 49 62 59 60 60 62 
Beuedor: Aeooceet arr. 2 66 135 170 96 95 108 88 
Mexicon ane aan s 76 163 185 187 180 151 190 
[Phares & OA here Leone 45 51 63 67 71 1? lal 
IRanacua ye res ater re 8 9 14 18 20 16 16 
Remunen cates ie ss 136 207 162 113 207 265 250 
Wruewayeecaeee 7 19 37 45 40 37 47 52 
WiGreraqiaiy, Gnaceeoene 14 10 42 39 39 43 49 


ee ee 
Source: Official statistics of the respective countries. 


a Average. 


b El Salvador, Guatemala, Honduras and Nicaragua. 
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market, except in isolated cases such as Brazil and Ecuador. 
Chile, Argentina, Colombia, Peru and Uruguay, however, 
have all exported surpluses in some years. 


- Among the different crops, rice, owing to its special 
characteristics, has probably received greater capital and 
technical help, mainly for irrigation. Cuba is the outstand- 
ing example of efforts to expand production and to curtail 
rice imports, which are among the most important Cuban 
purchases abroad. The: principal objectives were to in- 
crease production and reduce high costs resulting from 
the small yield, low productivity and high labour costs. 
In 1952/53, Cuban production increased 575 per cent over 
the pre-war period and 93 per cent over 1947/48. This 
represents considerable progress, but does not imply that 
all problems for the elimination of imports have been 
solved, ~~ 


' Chile’s rice production rose exceptionally a few years 
after the crop was introduced. It was possible not only to 
meet consumer requirements but also to export. Since 1945, 
however, a downward trend has been apparent, owing pri- 
marily to low unit yields per land area after the first rice 
harvests and to lower prices for farmers. Despite these 
factors, the 1952/53 harvest was 16 per cent higher than 
that of the previous year. 


In 1951/52, ample credit facilities were granted in Ar- 
gentina; they led to a 14 per cent increase in the area sown 
and a 12 per cent increase in the crop, as compared with 
the previous year. 


Brazil partially recovered from the decline suffered by 
the rice crops of 1951/52. A wider area was sown.than in 
any other year, but owing to unfavourable weather in cer- 
tain areas, the yields were not proportionally higher. In 
several parts of the country, production was so inadequate 
that it caused a sharp rise in prices.’ During the first ten 
months of 1953 exports were almost non-existent. 


"In the state of Sao Paulo, rice production increased by 84 per 
cent in one year. Prices rose from 161 cruzeiros per sack of 60 kgs 
to 296 cruzeiros between January 1952 and January 1953. 


Part II. The main branches of productior 


Ecuador, which is normally one of the region’s main rice 
exporters, anticipated a record crop. However, owing to 
unusual length of the rainy season, with an unprecedented | 
rainfall, most of the crop was lost or became unfit for ex- | 
port. 


In Venezuela, in consequence of the efficient credit as- 
sistance granted to farmers by the Corporacién Venezolana | 
de Fomento and of guaranteed prices established by the | 
Banco Agricola y Pecuario, rice output in 1952/53 was | 
15 per cent above the 1951/52 level and 393 per cent over | 
1947/48. This was the biggest crop ever obtained in Vene- | 
zuela and most of it was grown on unirrigated land. | 


4. Coffee 


While in Brazil private enterprise, stimulated by excel- — 
lent world prices and with strong government encourage- 
ment, was attempting to recover high pre-war production 
levels, the remaining Latin-American producers were grad. 
ually obtaining a small share in the market formerly held 
by Brazilian coffee. In 1952/53, the progress of these other — 
countries was much greater than that of the principal — 
world producer, whose crops were in fact being reduced. — 
Brazil’s regional competitors increased their harvests al-_ 
most 14 per cent in comparison with the previous crop, — 
obtaining a total of 870 thousand tons, or 44 per cent of the — 
ageregate production for Latin America.’ (See table 120 
and chart LX.) | 


The producers contributing most to this increase were: 
Costa Rica (65 per cent over 1951/52); Honduras (56 
per cent) ; El Salvador (29 per cent) ; Venezuela (25 per 
cent) ; Colombia (17 per cent), and Guatemala (16 per 
cent). The exact causes for the greater crops are not yet 
apparent but are probably the harvesting of a greater num- 
ber of bushes and favourable weather conditions in almost 
all these countries. 


* During the pre-war period, the other producers supplied only 31 
per cent of all Latin-American production. 


Table 120. Latin America: Coffee output, by countries 


(Thousands of tons) 


LL 


Countries 


1934/38% 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
Total Latin America (including 
BROZUL) ree er ressna ope tenes PAAR 1,766 1,847 1,860 1,803 1,890 1,988 
Bra sean acca case eas rk 1,461 1,038 1,068 1,071 1,080 IBIS 1,118 
Total Latin America (excluding 
Br azul) «ASEM AeA Ss i: «ARPS a 30 661 728 779 789 723 765 870 
COMME Pen Ag Gabe a onoeoo 262 347 369 338 302 340 384 
GOSEAERICA, 5 cicce avs ckegeavlexousicccns 23 28 18 19 24 20 33 
(Cuba... 52s creel one 32 33 28 AO 33 29 30 
Dominican Republic........ Al: 21 22 28 25 31 30 
Head One rMein.s os.6o + cuss « 14 20 11 Dall 17 20 24, 
lpSalwauo rere. sss ase 64 79 92 89 86 Gi 99 
Guatemala... cee. 69 48 63 fal 70 68 79 
IEE, oo oleae > o eee 28 23 28 26 25 31 32 
Hondas titres s.s + s.6 ll 13 18 16 9 10 15 
WS Shoko acd aoor sos oe 56 53 59 66 68 Tei 64 
Nicarapild,). .ilimmmeehons. ++ 16 10 Ve 16 21 16 16 
Ran amargerceits ceteris 1 4 4 3 38 3 4 
Venezuelan. shacraamnnrere a: 65 47 47 51 34 43 54 


Source: Official statistics of the respective countries. 
= Average. 
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Chart LX 


LATIN AMERICA: COFFEE OUTPUT 
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_ Brazilian production was affected by unfavourable fac- 
ors, which will be analysed at a later stage, and although 
he harvested area in 1952/53 was 2 per cent greater than 
n 1951/52, output amounted to only 1.12 million tons, 
hat is, 7.6 thousand tons below the previous harvest. In 
Viexico, the coffee crop was 9.8 per cent below the previous 
year owing to an exceptionally rainy season. 


Statistical data at present available do not indicate the 
1ew areas incorporated in the 1952/53 crop, nor the age 
listribution of the coffee bushes, so that it is impossible 
o forecast future Latin-American production increases. 
>roducer countries, stimulated by the excellent prices pre- 
railing on the world market, are generally expanding 
sultivation. 


Mexico’s National Coffee Commission, following a five- 
rear development plan, has distributed seedlings in the 
tate of Veracruz. In addition, regional coffee associations 
1ave been formed with the main object of granting long- 
erm credit to coffee planters and improving techniques. 
The President of the Federacién Nacional de Cafeteros de 
Yolombia, after visiting the principal coffee zones of Vera- 
ruz, affirmed that “Mexico, within the next twenty years, 
an easily double or triple the million sacks it at present 
yroduces’”.? Costa Rica and Nicaragua are also develop- 
ng new plantations. In contrast, E] Salvador is intensively 
enewing old plantations instead of developing new areas. 


The Federacion Cafetalera Centroamérica-México 


FEDECAME) has approached the central banks of its 


® Monthly Bulletin of Agricultural Statistics, Food and Agricul- 
ure Organization of the United Nations, Rome, July 1953. 
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member countries to organize an International Coffee 
Bank, with a capital of 70 million dollars to help finance 
the crops and to co-operate with governments and national 


esouioiians in solving the economic problems of this in- 
ustry. 


In South America, Venezuela is giving special attention 
to raising production, providing ample credit facilities for 
the improvement and expansion of coffee plantations. In 
Colombia, the Government road construction plan has in- 
creased the availability of land suitable for coffee cul- 
tivation, while the Federacion Nacional de Cafeteros de 
Colombia aids the establishment of new plantations and 
the improvement of existing ones. In Ecuador, the Instituto 
Ecuatoriano del Café estimates that between 1949 and 
1951 about 2,100 hectares had been brought under cul- 
tivation, that is, more than 3 per cent of the former total 
area. The Bolivian Ministry of Agriculture is carrying on 
a campaign to develop production and has distributed some 
thousands of selected plants free of charge. In Paraguay, 
Brazilian interests purchased 230 thousand hectares of land 
to establish large-scale plantations immediately; the crop 
could be exported over Brazilian railways. More than 200 
thousand coffee bushes have already been. planted. 


It has been estimated that the increase in the Brazilian 
crop would cause world over-production towards 1953/54, 
but the frosts of July 1953 have altered this situation. 


If to this event are added the increased costs of planting, 
harvesting and transport in all coffee exporting countries, 
growing world demand and the anticipated smaller crops 
in Costa Rica, El Salvador, Honduras and Mexico, the 
principal causes of the substantial rise in world market 
prices are apparent. Preliminary estimates of Central 
American output in 1953/54 indicate an 11 per cent de- 
crease as a consequence of the unfavourable rainy season. 


The rise in prices, although justified on a free market, 
has led to energetic consumer reaction, particularly in the 
United States where official investigations have opened to 
determine the causes of these increases and to endeavour 
to arrest them. A fall in prices below the 1953 average, 
however small, would undoubtedly result in a sharp de- 
crease in production, since the incentives which had led 
to greater crops and improved production methods would 
be lost. Coffee cultivation requires a considerable labour 
force and wages in many cases account for 75 per cent of 
the costs. The growing shortage of farm workers and the 
rise in wages—which even today are relatively low—would 
make it difficult to produce at lower prices, particularly in 
the marginal areas or those where manpower costs are high. 
This is the basic problem for countries where coffee ex- 
ports constitute the main source of financing economic 
development. 


Nevertheless, new price increases, or the maintenance 
of the level reached at the close of 1953 and beginning of 
1954, would result in a greater consumption of other stimu- 
lants and “strong” grades of coffee—especially those from 
Africa with lower prices—and consumers might become 
accustomed teo such grades to the detriment of higher 
quality coffees. 


5. Sugar 


Sugar importing countries have given unusual attention 
to production and their success in achieving a measure of 
self-sufficiency is worthy of mention. (See table 121 and 


chart LXI.) 
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Table 121. Latin America: Sugar output, by countries : 


(Thousands of tons) 


Countries 1934/38» 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
eee 
TOTAL LATIN AMERICA 5,040 9,835 9,099 9,439 10,102 11,675 10,466 
Total 13 countries producing princi- 
pally for prema ee .. 1,348 2,859 2,906 2,947 3,256 Syst} 3,705 
Argentinance iiryer pitti telat 371 565 549 613 651 560 710 
Brazil: cistiieteosisyestotteae 573 RY 1,415 1,268 1,485 1,592 Tetoz 
Colombians. 2 ders sccrsmieoteie 31 109 139 147 183 toZ) 187 
(Costavhica aspen crac r 28 PA 24 17 2 24 25 
Mcuadonementeccre cyscieters acre vs 45 48 52, 51 53 53 
EliSalvadoreeemes neces oe 13 26 24 25 28 29 26 
Guatemalaee ae eres 14 26 31 34 24 30 37 
Honduraseans ee eee 2 2 2 3 5 6 6 
México cate otusiicer teres ro(e 266 645 590 683 691 765 775 
Nicararuad. asatwostoer e142 8 14, 19 20 2 SL 30 
Panamar cine eee ticnacissc 4 10 Nal 13 15 18 17 
Paravuayernn.. Cruse sto 6 1 16 Pepe 30 28 13 
Venezuela. 2 t.c.ccjocs Geen: 15 PH 41 50 45 65 74 ) 
Total 4 countries producing princi- 
pall ysfomexportar. tee ta 3,691 6,975 6,193 6,490 6,845 8,322 6,760 
Cubes epee ecard erate abies 2,838 6,055 5,228 5,558 5,759 URS 5,500 
Dominican Republic........ 440 428 ATT 474 588 595 680 
Hain, Pee eee oa ee eee 33 20 18 31 34 32 35 
Peru sss es te Rae 380 472 470 427 464 470 545 


Source: Official statistics of the respective countries. 
= Average. 


Chart LXI Colombia, Ecuador, Mexico, Paraguay and apie Cen- 

tral American Republics have not only been able to meet 

LATIN AMERICA: SUGAR OUTPUT their entire bctnireieait but have es become exporters. 
(Semi-logarithmic scale) The other countries have made substantial progress and the 
Thousands of tons only large importers remaining are Chile, Uruguay and 
Bolivia. However, in 1954, Chile will produce 10 thousand 
tons of beet sugar. Uruguay has stabilized the rising pro- 
duction of 1952/53 at more than 6 thousand hectares of 
sugar beet and 3 thousand of cane sugar, while Bolivia 
has begun to instal a new mill which, together with the two 
smaller plants already in operation could supply a great 


hr gaan part of domestic consumption. 
CUBA 


Crepe Countries which produce sugar for their own require- 
ments have shown a steady increase, their production in 
1953 (3.7 million tons) being 10 per cent higher than the 
previous year and 175 per cent higher than pre-war levels. 
Among those with a major increment in relation to this 
period are Brazil, Colombia, Mexico, Nicaragua, Panama, 
Paraguay and Venezuela, and they have all doubled their 


Pee ina pre-war production. 
BRAZIL 


The principal exporters (Cuba, the Dominican Republic, 
1000 Haiti and Peru) show far smaller rises in comparison 
with the pre-war period and in the case of Cuba and Haiti 


= —— eer production fluctuated widely. After a number of fluctua- 
eee Soli tions in the post-war period, Cuba harvested the record 
fh SE a_i | crop in its history in 1951/52; it amounted to 7.2 million 

=" tons. To prevent the accumulation of stocks and saturation 
of the market, Cuba reduced production to 5.5 million 
a tons in 1952/53; this figure is still 84 per cent above the 
pre-war period. Owing to the reserve surpluses, 1953 ex- 


| ports were probably 10 per cent higher than in 1952, ex- 
1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 ceeding 6 million tons of raw and refined sugar and mo- 
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lasses. Peru had a peak crop and exports were certainly 
above 350 thousand tons, or a 13 per cent increase over 
1952. Brazil, where surpluses had accumulated from the 
1951/52 crop, was able to place almost the entire tonnage 
and to increase shipments fourfold in comparison with 
1952. The Government authorized exports of 180 thousand 
tons, but it is not known whether this quantity was sold. 
Exact data are not yet available on sugar exports from 
the Dominican Republic, Haiti, Mexico and the Central 
American countries, but judging by production increases, 
they also must have been greater than in 1952, 


The International Sugar Agreement, signed at London 
in July 1953, should become operative when it has been 
ratified by exporting countries representing 75 per cent 
of the votes of the projected Sugar Council and by 60 per 
cent of importing countries’ votes. To stabilize prices and 
to regulate world distribution of this product, a price scale 
has been established, which ranges from 3.25 to 4.35 U.S. 
cents per pound of raw sugar and an adjustable annual 
world export quota amounting to 5,390 thousand tons.1° 
The Convention will be valid for five years, but its 
members may withdraw or request a revised agreement by 
the third year. Export quotas for the region are as follows: 


Country Thousands of tons 
IES et PIE a, Bak 2 sua Fay axs wcausuciaio sjaniuers: Busisie <sadaacns 175 
Re OTD An eects, seas tey cords cor a8 iin aus ace ares oes icv EDS 5 
(Cale, of 4 a see SP HRI SMEARS ae siete 2.250) 
MOMIMICATME LE DUD ILC hs eteicters wierereiere erie iere here cette cre 600 
[EIGVIE) gee Se yg eR ee Se, Sen 45 
IWieRICOME nee fos . ante ert es 6 Shoo das east Lo 
Plata ss othe TPO a, PS 5 2 Bae 280 


Tota Latin-American countries 3,430 
ToTaL other countries 1,960 


GRAND TOTAL 5,390 


1° Although it was agreed to reduce the previous quota by 15 per 
cent in December 1953, it is probable that the reduction will not be 
effective because preliminary crop estimates of the Eastern Kuro- 
pean countries were found to be exaggerated. They indicated an 
exportable surplus of 1 million tons from this area, when, on the 
contrary, some of the countries were buying moderate tonnages of 
sugar on the world market. 

11 The Cuban quota does not include shipments to the United 
Kingdom and Western Germany made under existing contracts 
during the next two years. 


Table 122. 


The Agreement provides for an increase of export quotas, 
according to a system of priorities, if world sugar prices 
rise above 4.75 U.S. cents per pound. The Sugar Council 
is authorized to raise quotas without increasing the ceiling 
price, when it deems that price trends justify this measure. 
The allocation of additional quotas is governed by the 
following priorities: the first 50 thousand tons will be 
assigned to Cuba. The next 15 thousand to Poland; then 5 
thousand to Haiti during the first and second years, in- 
creasing to 10 thousand tons in the third year; the follow- 
ing 25 thousand tons to Czechoslovakia and another 10 
thousand to Hungary. 


Cuba is obliged by the terms of the Agreement to reduce 
production to some 5 million tons, but this sacrifice en- 
sures price stability and equal treatment by the United 
Kingdom to that given to other signatories of the Agree- 
ment, excluding those of the British Commonwealth. In 
this way, Cuba will be able to compete with other Latin- 
American countries, such as the Dominican Republic, 
which export the bulk of their output to the British market. 


6. Cotton 


In 1952/53 Latin America’s cotton crop was one of the 
first activities to be affected by the price drop on the 
world market which began in 1951. It was due to pros- 
pects of abundant world crops, the sharp fall in textile 
prices, the possibilities of a Korean peace and later to 
the accumulation of exportable surpluses in almost all 
exporting countries. 


Production in 1952/53 was 924 thousand tons, or, 143 
thousand tons less than in the previous year, but it was 
nevertheless almost 50 per cent higher than in 1947/48. 
(See table 122 and chart LXII.) 


Latin-American exporting countries found difficulty 
in placing their stocks, since inflation caused domestic 
prices to be higher than those on the world market. Some 
governments were forced to purchase large quantities 
of cotton to protect farmers, and either kept them in re- 
serve waiting for better prices or sold them at a substantial 
loss. All exporting nations decreased output to some extent, 
especially Brazil and Nicaragua. In the case of Brazil the 
cultivated area was 17 per cent lower, while adverse 


Latin America: Cotton output, by countries 


(Thousands of tons) 


Countries 1934/388 1947/48 
Total Latin America... 636 618 
Apes: she ooo a 52 91 
Brazilee- crete teyc ts rat ro ond 405 320 
Colombiana ana) 6 6 
yea Orr ote eres ee cae 2 2 
EWSalvadorascer- «a iL 5 
Har Ess 3 cohen cecucnetss 6 3 
IMexIGOs Scctiew ac @ eet 69 120 

INKGEMEYATEIAG S20 Gounod 1 ast 
Baraguay ne it: 9 8 
LEYS ais caters See Meare OER 84 61 
Wienezlela sim a steerer (cunts 2 2 


ee ee en 


Source: Official statistics of the respective 
countries. 
a Average. 


1948/49 1949/50 1950/51 1951/52 1952/53 
803 809 858 1,067 924 
100 140 100 128 126 
396 393 349 516 ' 388 

7 9 7 int 17 
3 3 1 2 3 
5 7 6 10 10 
2 1 1 1 1 
208 260 288 265 258 
—s 5 5 17 12 
12 15 16 17 12 
67 74 83 97 92 
3 3 3 5a 5 

bO.1. 

° 0.4, 


4 Rounded figure; production was 4,700 tons. 


144 


Chart LXII 
LATIN AMERICA: COTTON OUTPUT 


(Semi-logarithmic scale) 
Thousands of tons 


LATIN: AMERICA 
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MEXICO 
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1951/52 


1952/53 


weather and less use of fertilizers and insecticides resulted 
in a crop of 388.1 thousand tons. This represented a de- 
cline of 25 per cent on the level for the previous year. 
Nicaragua’s production was only 12.3 thousand tons, that 
is, 29 per cent lower than the previous year. Mexico, which 
in a few years was transformed from an importer to an 
exporter, witnessed a 3 per cent production decrease due 
to droughts. Argentina’s crop was practically the same 
as in the previous year, in spite of a 4 per cent decrease 
in the sown area. In contrast, although Peru increased the 
area devoted to cotton considerably, its crop was 5 per 
cent below 1952, amounting to only 92 thousand tons. 


The only countries with increased cotton production 
were Colombia and Venezuela. The former produced 17 
thousand tons (54 per cent above the previous year) and 


Table 123. 
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theikatter had a crop of 5 thousand tons, or 6 per cent | 
above the 1951/52 level. ‘: 


In 1952, the quantum of Latin-American cotton expor S| 
fell by 15.6 per cent in comparison with 1951, and the | 
value by 40.5 per cent. Data for 1953 are still ange | 
but preliminary estimates indicate that exports will be 


b 


considerably higher than during the last six years, owing 
to the sale of reserves carried over from previous crops. _ 


At the beginning of 1953, the accumulation of large sur- | 
pluses from two earlier crops led the Brazilian Government | 
to modify its former sales policy; this will be reviewed | 
later in this study. Exports, however, did not recover to 
the 1951 level, being 20 per cent below it. Argentina, 
Mexico and Peru appear to have experienced a better cot- 
ton export trade, despite the low prices prevailing on the 
world market. 


7. Wool + 


In 1952/53, the Latin-American wool clip was 5 per cent 
higher than the previous year, mainly because of increases 
in Brazilian and Argentine production. The first of these 
two countries showed an 11 per cent rise in production, 
the aggregate totalling 23.6 thousand tons, while Argen- 
tina’s wool clip stood 6.4 per cent over the low level of the 
previous year and was even above the 1950/51 figures. 
Output in 1952/53 amounted to 185.2 thousand tons which 
was, however, 9.4 per cent lower than in 1947/48. 


In Uruguay, Latin America’s second most important 
producer, the wool clip of 1952/53 was 1.4 per cent above 
the preceding year, but the substantial rate of growth 
which had been apparent since 1948/49 showed a marked 
decline, despite the notable improvement in animal health 
and the increase in Uruguay’s capacity for sheep raising.’® 


Among the other important producers, only Peru pro- 
vided a slight increase in the 1952/53 clip, while Chile 
and Colombia maintained stationary levels. (See table 123 
and chart LXIII.) 


Exports in the 1952/53 wool year? increased substan- 
tially. Following the price improvement during the final 
months of 1952, exporting countries increased their sales 
both of surplus stocks which had been accumulated in the 


: An important development was the general use of phenothia- 
cine, which enabled sheep to be reared in low pastures which are 
pelea damp, and where parasites formerly caused damage to 
the wool, 


** The wool year runs from 1 October to 30 September. 


Latin America: Wool output, by countries 


(Thousands of tons) 


V7—_—_—— CC ee eee 


Countries 1934/388 1947/48 
Total Latin America..... 260 316 
ATgentina. iow. ..... 164 204, 
Brazil. cesses «3 a 18 18 
(Chile Mere rereateieycksisia te Ny 15 
Golombiae. erie... % -— ] 
Perils), ca reer caiis 9 9 
Uruguaysccmresrie ss 53 68 


1948/49 1949/50 1950/54 1951/52 1952/53 
298 309 317 311 326 
190 187 189 174 185 

18 20 21 21 24 
15 18 20 20 20 
2 2 2 2 2 
¥) 2 9 9 9.3 
65 74 Ut 85 86 


_ SSS NSSSSSENSSESSSSaSESnNE—s 
Sources: Official statistics and estimates from private sources. 


® Average. 
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Chart LXIII 


LATIN AMERICA: WOOL OUTPUT, 
BY COUNTRIES 


(Thousands of tons) 
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‘hope of better prices and of the recent clip. Thus, Latin- 
American exports showed an increment of 119 per cent 
compared with 1951/52, reaching an approximate total 
of 339.1 thousand tons (greasy basis), one of the most 
substantial export tonnages yet registered. 


To obtain higher shipments, Argentina, whose accumu- 
lated excess stocks amounted to about 180 thousand tons 
in June 1952, waived the 8 per cent sales tax and estab- 
lished a preferential rate of exchange (6.25 pesos per dol- 
lar instead of 5 pesos), applicable only to payments in 
freely convertible dollars or in sterling.** The new regu- 
lations enabled exports for the 1952/53 wool year to rise 
to 213.8 thousand tons—of which 182 thousand were greasy 
wool—representing a 101 per cent increase over the pre- 
vious year. 


Uruguay’s exports also reached the very high level of 
112,300 tons, representing a 207 per cent increase over 
the previous wool year. In consequence of the preferen- 
tial rate of exchange established by the Government for 
combed wool tops, exports of this quality absorbed a higher 
proportion to the total than in past years. 


In mid-1953, sales were seriously menaced by the an- 
nouncement that the United States Government would add 
an additional tariff of 7 U.S. cents per pound of scoured 
wool. But the producing countries, after great efforts, man- 
aged to prevent this measure being adopted. It would have 


14 These measures, adopted only for fixed periods, were repeat- 
edly extended until they were finally abolished in September 1953. 
They were subsequently applied only in barter agreements with 
France, Japan and Western Germany. 


seriously affected Argentina and Uruguay, in view of the 
importance of wool in their over-all foreign trade. 


8. Bananas 


Broadly speaking, Latin America’s banana production’® 
increased only slightly during 1952/53, mainly owing to 
a rise of almost 7 per cent in production in Brazil, where 
the large tonnages play an important role in the total 
regional crop.*® The other countries, with the exception 
of Colombia, witnessed decreases, many of them following 
a trend which began several years ago. The countries mainly 
affected were Mexico, where production fell from more 
than 11 million bunches in 1948/49 to a little more than 
6 millions in 1953; Guatemala, where exports dropped 
from 12 million bunches to 3.5 millions in the same period; 
Haiti, where shipments fell from 3.5 million bunches in 
1948 to only half a million in 1953; and Cuba, where ex- 
ports declined from one million bunches in the previous 
year to practically zero in 1953. Honduras and Costa Rica 
maintained their shipments with slight decreases and ap- 
parently have attractive prospects for the future. 


In Ecuador, the crop was damaged by excessive rainfall. 
Exports were 9 per cent lower than in 1952, amounting to 
only 15.3 million bunches. However, banana output in this 
country has made marked progress during the last six 
years. In 1948, exports were under 4 million bunches, ac- 
counting for only 6 per cent of the value of all exports 
from Ecuador, while in 1953, they had risen almost 300 
per cent, representing about 38 per cent of the aggregate 
export value.?” 


This rapid development is closely related, firstly, to the 
increase of consumption in the United States and some 
European countries and secondly, to declining production 
in Central America due among other causes to “Panama 
disease” and “sigatoka” which have also begun to affect 
plantations in Ecuador. 


Colombia’s banana harvest, stimulated by these factors, 
has increased by 80 per cent since 1947/48, reaching a 
level of 20.6 million bunches. (See table 124 and chart 
LXIV.) 


New areas in Costa Rica should come into production 
in 1954, while a recovery of the Mexican and Guatemalan 
crops is also anticipated. Haiti has taken a number of 
measures to increase exports. 


The biggest increases are expected in Honduras. One 
company alone has established new plantations on the 
Caribbean coast and recently reclaimed 4 thousand hec- 
tares in the E] Higuerito zone, at a cost of 5 million dol- 
lars. Settlements were built for independent farmers, finan- 
cially associated with the company, whilst the latter built 
a branch line from the National Railway to the new plan- 
tations. A private company in Costa Rica has rehabilitated 
more than 2 thousand hectares and is planning to construct 


15 There were no reliable figures or series for several years of 
banana production in the Latin-American countries, with the excep- 
tion of Mexico, Brazil and Colombia. To obtain the indices, there- 
fore, the export series of the other countries, production series for 
Mexico and Brazil and official estimates for Colombia have been 
used. 

16 The 197.7 million bunches harvested by Brazil in 1952/53 repre- 
sented three quarters of Latin America’s aggregate production. 

17 Rstimate based on official figures for the first 10 months of 
1953. 
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Table 124. Latin America: Banana output, by countries 
(Thousands of stems) 
Countries 1934/38 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
Total Latin America........... 157,844 211,461 226,103 235,853 240,800 262,680 274,340 
Brazil. een eyewear = 101,611 136,291 147,696 162,874 169,632 185,167 197,717 
Colombiaeern wwii renner 6,579 11,450 18,985 16,496 18,000 18,500 20,642 
(Costa, Ricaey. arse renner 4,110 9,643 11,049 10,200 10,015 10,982 10,982 
@ubsab Pewee neces cries: 4,368 1,018 502 282 79 39 a 
Dominican Republic...... 202 1,141 1,480 1,513 1,592 1,469 1,469 
Heuador’ seats tant hee 1,874 3,883 5,378 6,610 9,605 16,751 15,306 ; 
Cuatemalaberseer eee 7,288 12,267 6,893 6,939 55200 3,908 3,505 
Hoaititicyae Gi sees = opp Soret 839 3,548 2,161 1,906 Wesel 613 500 
Honduras Sey anise ieee 13,741 14,993 14,143 14,087 12,997 13,784 13,784 
Mextcommn spite ti oan nis: 9,025 10,827 11,134 9,279 6,755 7,372 6,340 
INicaracia Dannie eare: 2,462 741 836 662 592 — == 
Patines antes RS geht RO Boh 5,745 5,659 5,796 5,009 4,897 4,095 4,095 
Source: Official statistics of the respective countries. 
a Average. 
b Exports statistics only. 
Chart LXIV Farmers appear to have paid no great attention to cocoa, 
i d trend is apparent. 
. T for a stationary and even downwar 
Le sealable SNe Brazil, the principal producer, harvested an area slightly 
smaller than in 1951/52, but owing to better yields, the 
250 A production of 123 thousand tons was 8 per cent higher. 
200 7 (This, however, was much lower than the 1949/50 level of 
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a new pier at Puerto Limon and a railway to transport the 
crop to the Parismina river. 


9. Cocoa 


Latin America’s cocoa production in 1952/53 is esti- 
mated to have risen 6 per cent above the level of the pre- 
vious year, amounting to 230 thousand tons.18 


** The preliminary estimate for Latin America’s 1951/52 crop was 
somewhat high, since the actual figure was only 217 thousand tons. 
This represents a decline in relation to 1950/51, instead of an in- 
crease. 


156.9 thousand tons.) The Dominican Republic has main- 
tained more or less stable output during recent years, a 
small increase being apparent in 1952/53. 


In Venezuela, cocoa ranks as the second most important 
agricultural export, after coffee. The domestic price was 
satisfactory in consequence of sustained foreign demand, 
but production could not be raised owing to losses caused 
by premature withering of the beans. 


Ecuador appears to be the only country making efforts 
to improve cocoa production because of its importance in 
foreign trade. The price recovery which began in 1945 
stimulated the farmers’ interest in abandoned plantations, 
and there was a considerable increase in production. Fur- 
thermore, attempts are being made to eliminate the two 
principal diseases affecting this crop, “witchbroom” and 
“monilla”, through planting varieties which can resist 
them. La Empresa para la Renovacién del Cacao’® pro- 
vides seedlings and the development bank credit for this 
purpose. Ecuador’s production in 1952/53—24.4 thousand 
tons—improved 5 per cent in relation to the previous year, 
but was 9 per cent lower than in 1949/50, (See table 125 
and chart LXV.) 


Greater attention to this crop would be justified, in view 
of the acute cocoa shortage on the world market and the 
steady price increases since December 1952. 


III. THE sITUATION IN SELECTED COUNTRIES 


' In the previous sections of this chapter the over-all posi- 
tion of agricultural production in Latin America has been 
analysed, firstly as a broad panorama and later through 


*’ This is an organization established by the Corporacién de 
Fomento. It supplies farmers at cost price with resistant plants 
obtained by asexual propagation methods. The number of plants 
supplied in this way is sufficient to replace at least the withered 
plants or those which are too diseased. 


Chapter I. Agriculture 


147 


Table 125. Latin America: Cocoa output, by countries 


(Thousands of tons) 


Countries 1934/38a 1947/48 


1948/49 1949/50 1950/51 1951/52 1952/95) 
ag Latin America..... PALS) 198 223 265 22] PAG, 230 
LAZU Ay <)2cr, eee: 119 97 1 

Corer Neculiiote,* eee ig me oa 

Wosta Nica. saws. ae. 6 4 6 4 3 5 

Dominican Republic... 25 30 26 oO 32 31 43 

Ecuador id a Si ae 20 2 19 Dal 24, Zo 24 

Haiti SUNS cot oh cs se 2 2 2 2) 2: 2 9) 

Mexico®.25 nota... . 4 7 ra 9 9 9 10 

Panama. «..5. bees 0. 5 3 2 2 1 3 2) 

Venezuela........... 24 24 15 iN 14 16 16 
a ea a ee Le hss Raat ee sie Seni coat Bl Sh es a decil 


Sources: Official statistics of the respective countries. 


® Average. 


Chart LXV 
LATIN AMERICA: COCOA OUTPUT 


(Semi-logarithmic scale) 
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the examination of certain principal products. Agricul- 
tural activities during 1952/53 in selected individual coun- 
tries will now be reviewed. 


1. Argentina 


The 1952/53 farm year was of particular significance 
ro Argentina’s economy. There was a marked rise in ag- 
ricultural activities, and since the weather was favourable, 
one of the best harvests of recent years was obtained. 


In view of the lack of balance which had arisen between 
industrial and agricultural production, the Government 


adopted measures to increase the latter. Incentives for 
agriculture were created through the establishment of 
guaranteed prices for many products and greater credit 
facilities. Similarly, modern technical skills and up-to-date 
equipment were made more readily available to farmers. 
The Government established production targets with the 
object of supplying growing domestic requirements for 
foodstuffs and raw materials and creating exportable sur- 
pluses to enable the country to recover its position among 
the important world producers of foodstuffs. 


The results of this policy were immediately apparent, 
since farmers sowed the greatest area for annual crops 
recorded in the last five years. Although the objectives 
established for the sown area in the 1952 Economic Plan 
were far from achieved, especially for wheat, maize and 
linseed,”° excellent harvests and the favourable price ratio 
between these commodities and costs made it possible to 
utilize, with very high yields, a great proportion of the 
area sown. The influence of the smaller area sown was 
thus offset and production targets were virtually achieved. 


(a) Agricultural and livestock output 


In 1952/53, production*? reached a higher volume than 
in the five previous years, 4.2 per cent over 1947/48, which 
was considered a good year, and 24.0 per cent above 
1951/52, the lowest in the last twenty years. (See table 
126.) Nevertheless, if the growth rate of agricultural out- 
put is compared with that of the population, it will be 
noted that the per capita production of 1947/48 has not 
been attained, whilst the gap is still greater by comparison 
with the pre-war period. The agricultural production index 
(1947/48= 100) is 103 for the average 1933/34—1937/38 
level and only 93 for 1952/53. 


During 1952/53, the value of agricultural production, 
estimated at current prices, increased 36.9 per cent above 
the previous year and almost 223 per cent in comparison 
with 1947/48, reaching a total of 26,379 million Argentine 
pesos. Estimated in real terms, production has also im- 
proved more than 25 per cent by comparison with 1951/52. 
It was, however, only one per cent above the real value of 


20 The area planned for wheat was 7.5 million hectares but only 
6.1 millions were actually sown. For maize the relative figures were 
3.8 and 3.3 millions, and for linseed 1.6 and 0.8 million hectares. 


21 According to the production index which includes 37 products. 
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Table 126. Argentina: Quantum of aggregate agricultural and livestock output, 
by commodity groups 


(Millions of pesos)* 


1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
GranpD TOTAL 8,165.8 7,503.6 7,478.1 7,811.7 6,864.7 8,512.0 
Cereals oo cnisose ioe oe ROR Eee reeoots 2,358.8 1,778.7 1,382.4 1,918.0 ' 907.4 2,657.7 
‘Wiheat yee... oc gtr cicaee se trortenes ore 1,282.4 ~ 1,026.0 1,014.9 1,143.6 414.3 1,492.4 
Maize comedies cuomenthe 6.2 + + wo atienc iene cere 663.5 440.2 106.7 340.7 260.3 453.0 
Others ae i ete inks ie thegeteretetece te 412.9 313.0 260.0 433.0 233.0 (BEAD 
Rootsrand tiberscseiyeierriie e cekeeerer ie 442.9 420.3 463.9 Syii Sides 511.5 
Wa PWEES Ss Adancoocnunogonoorocmouar sd 97.5 94.1 112.0 123.3 Dido st 92.7 
Ediblevauleseeds erent ate ert ae eter eerer te 336.3 Blow 265.9 358.4 304.2 253.0 
Sunflower sec dsm etree aera 260.4 304.6 199.4 285.4 193.8 119.9 
One Be reacties Goh en ents 75.9 68.6 66.5 72.6 110.4 133.1 
SHEED Chilan os bnaboudeecow cag dscohtoone 226.8 225.9 239.6 269.3 279.3 308.0 
Prdit’en ee ot tere ee rere a 194.9 236.4 249.2 238.5 210.2 209.9 
Vegetablestanpivan- oredr. ete err atisirer: 184.9 178.8 222 203.0 APA fl 303.0 
Ui DEStOCIa PLOGUCES sect semat tes -toper terelersie (eye Paps ah 2,688.1 2,761.1 2,805.1 BETAS PH UIIE 2,482.1 : 
Béefis. adosrhieswy dncrswepe asc eyoee sdye 1,721.2 1,773.0 1,851.1 1,679.1 1,643.1 1,589.7 
Others} at sla aaerert cia oo tiem aries 966.9 988.1 954.0 892.0 982.6 992.4 
Stimulants sg jscbescaniv tapeacastatnonat acne neces 86.7 101.4 99.4 Digi lyst! 128.8 2S 
Wine eae Saent bakie ts Fon mbes eleven Hill 637.4 766.4 698.5 987.2 760.3 
PinSeed: stat tricot oh iets cre ence teraerecmeee tate 270.3 129.8 202.7 167.8 94.0 175.3 f 
(COLO Hie See erecta ace wets aitetter ancora 258.6 285.8 399.1 285.8 364.6 358.6 2 
Wool3 Borer PEE AIL ees ee 207.7 286.6 281.0 285.1 262.0 278.6 W 


Source: Economic Commission for Latin America, based 
on official statistics published by the Ministerio de Asuntos 
Técnicos de la Nacién in Sintesis Estadistica de la Repu- 
blica Argentina. 


8 At 1948 prices. 
» Rice, oats, barley, rye, millet, canary-seed. 
¢ Potatoes, sweet potatoes. 


the 1950/51 crop, which stood at some 18 thousand million 
pesos. 


An outstanding feature was the recovery of cereals, not 
only in relation to the previous crop but also to the average 
for the five years 1948-52, which it exceeded by 59 per cent. 
The intensive government campaign and the development 
measures to achieve the targets of the 1952 Economic Plan 
were contributing factors in the preference given by 
farmers to cereals. These circumstances, and the favourable 
climatic conditions enabled good results to be obtained. 
By comparison with the 1947/48 cereal harvest, the most 
substantial of the five previous years, the wheat crop in- 
creased by 16 per cent to 7.56 million tons; rye increased 
183 per cent (1.3 million tons) ; barley, 46 per cent (1.7 
million tons) and oats, 54 per cent (1.27 million tons). 
Conversely, although the maize crop increased by 74 per 
cent in relation to 1951/52, the harvest compared unfav- 
ourably with 1947/48, since it only amounted to 3.55 mil- 
lion tons (32 per cent of the 1947/48 figure). 


For foodstuffs, greater vegetable crops were obtained 
than in any other year, 69 per cent above 1947/48 level. 


Sugar cane output also surpassed former levels, rising 
10 per cent above the previous year and 36 per cent higher 
than in 1947/48, owing to excellent yields both as regards 
quantity of cane per unit of soil and the sugar content. 
The harvest was 710 thousand tons, the peak level re- 
corded to date. 


4 Peas, beans, chickpeas, lima beans, lentils. 

© Cotton-seed, peanut. 

f Apples, oranges, table grapes. 

Chile and common pepper, garlic, tomatoes, and 
onions. 

5 Beef, mutton, pork, milk and derivatives. 

i Tobacco, tea, mate. 


With regard to oil-seeds, the downward trend beginning 
in 1940 continued for sunflower seed and linseed, while 
peanut and cotton seed harvests increased steadily. 


The sunflower seed harvest was the lowest during the 
last ten years, only 428.3 thousand tons, that is 61 per 
cent below the peak production of 1948/49 and lower by 
36 per cent than even the small 1951/52 crop.*? The prin- 
cipal cause of this sharp decrease was the low official price 
in relation to maize, the principal competitor for the use 
of similar soils. In fact, while official maize prices increased 
by 66 per cent (from 27 pesos in 1950/51 to 45 in 
1952/53) sunflower seed prices rose only 49 per cent 
(from 29.50 to 44 pesos). The smaller sunflower seed 
harvest caused serious problems for the edible oil industry, 
since it is the basis of a large part of edible oil production 
and even used to leave substantial exportable surpluses. 


Although the linseed harvest improved by 86 per cent 
in comparison with the low production for the previous 
year, there was no significant improvement on the short 
tonnages attained during the previous five years. This crop 
stood at only 584 thousand tons. A major cause for this de- 
crease was undoubtedly the low prices in comparison with 
wheat, the principal competitor. While wheat yields 
per hectare have been increasing (from 856 kgs. per hec- 
tare in the twenties to 1,140 during the last ten years, ex- 
cluding 1951/52), linseed has remained stationary and 


** The area sown in 1952/53 was 49 per cent below the previous 
year. 
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en showed partial declines (from an average 1,130 kgs. 


tween 1920/21 and 1929/30 to 670 kgs. per hectare 
ring the last ten years) .23 


The area under cotton was slightly smaller than in the 
evious year, and a crop of 386.4 thousand tons of raw 
tton was obtained. According to private estimates it was 
nverted into 124 thousand tons of fibre and 239 thousand 
ns of seed. These tonnages are similar to those obtained 
1951/52, but are below the 1949/50 harvest, the largest 


er recorded in Argentina, by 13.0 per cent for fibres and 
> per cent for seeds. 


Wool output recovered from the low levels for the pre- 
ous year, since it was almost 6 per cent higher with a 
39 thousand-ton clip. But these figures were far below the 
cellent tonnages for the five years 1945-49, when they 
eraged over 220 thousand tons. The larger clip repre- 
nts a considerable increase in sheep stocks in almost all 
eas of the country. In 1952, sheep flocks amounted to 
l.7 million head, only 3 per cent below the 1944/45 
sure, the maximum attained since 1910. 


Beef output for 1952/53" increased 8 per cent in rela- 
on to 1947/48 and 3 per cent by comparison to 1951/52. 
he smallness of this increase may be ascribed to adverse 
eather two years previously, resulting in lower birth rates, 

decrease in the number of available female breeding 
nimals and a reduction in numbers involving the slaughter 
F animals which had not reached the point of maximum 
leat yield. Although sheep stocks are quickly replenished, 
ie slaughter of sheep decreased by 24 per cent in com- 


arison with the previous year and by 40 per cent in rela- 
on to 1947/48. 


The substantial rise in fruit production must be under- 
ned. According to the most recent estimates, over a 
1illion tons of the 11 main fruits were harvested. This is 

19 per cent increase over the five-year average for 


947-52 and 20 per cent over the 1951/52 level. 
b) Available foodstuffs 


In 1952, as a consequence of low production caused by 
rought, Argentina was obliged to import 200 thousand 
ms of wheat to supply the minimum reserve, an unpre- 
edented event in this century. But, excluding 1952, Argen- 
na has always enjoyed a surplus of temperate climate 
oodstuffs and agricultural raw materials. Normally, food 
rocks for domestic consumption supply the entire de- 
1and, and nutritional standards both as regards calories 
nd protein content, are high. 


During the last two years, however, it was found neces- 
ary to establish certain consumption restrictions either to 
ffset temporary shortages, such as wheat in 1952, or to 
over export commitments, as in the case of meat. For 
heat, it was necessary to extract a greater flour coefhi- 
ient (82 per cent) and to use a proportion of other 
ereals in bread. In the case of meat, higher income levels 
-which led to a large per capita consumption increase— 
nd increasing population exerted a strong pressure both 


23 At average prices for the different years and with the above 
ields, the gross earnings per hectare amounted to 103 pesos for 
heat and 123 for linseed in the twenties. During the last ten years 
iis revenue stood at 565 and 428 pesos respectively. Thus, while 
ross earnings for wheat increased by 449 per cent, those for lin- 
sed had risen by only 248 per cent. (See The Review of the River 
late, Buenos Aires, 20 November 1953.) 


24 Estimated provisionally at 8.5 million head. 
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on exportable surplhises and on cattle stocks, which were 


‘somewhat weakened. It was thus necessary to impose ra- 


tioning in the form of one or two meatless days a week. 


The greater domestic demand for all foodstuffs was 
met by a reduction in shipments abroad. Consequently, 
the quantum of food exports in 1952 declined by 72 per 
cent in relation to 1948, The position changed radically in 
1953. Supplies were normal for the first months of the 
year and exports recovered their previous volume. But 
meat did not follow this general trend, since shortages 
have continued without much variation both for domestic 
consumption and for export. 


Imports of foodstuffs fell by 34 per cent in 1952 in 
comparison with 1951 and by 78 per cent in relation to 
1948. With the exception of some tropical and semi- 
tropical fruit and a small quantity of potatoes,?> such 
imports are not important dietary elements, so that nutri- 


tional values were not greatly affected by the decreases. 


(c) Development policy 


(1) Production goals. The most noteworthy expression 
of the Government’s policy of encouraging agriculture 
has been the recent establishment of production targets 
(1952 Economic Plan and the Second Five-Year Plan) 
and active farm propaganda to stimulate sowings. Special 
attention was paid to maize, for which very high targets 
were set in comparison with average recent harvests, and 
to sunflower seed, production of which had been declining. 
The Government’s efforts to maintain high income levels 
for agriculture are evident, since official prices have not 
been reduced, despite a decline in world market quota- 
tions. 


(ii) Research. The Centro Nacional de Investigaciones 
Agropecuarias, the network of experimental stations, sev- 
eral provincial governments and universities have shown 
great progress in research work. Among the many con- 
tributions to agricultural development, the provision 
of varieties resistant to black rust of the stalk (puccinea 
graminis tritici) for cereals may be mentioned. Until 
1944, almost all wheat crops in the provinces of Cordoba, 
Entre Rios, Buenos Aires and Bahia Blanca were vulner- 
able to this disease, but, since 1952/53, resistant varieties 
have produced more than half the harvest. Progress in 
achieving and distributing new types of hybrid maize 
through experimental stations and large commercial nur- 
series has contributed to an increase of the area sown 
with these varieties. It is estimated that about 5 per cent 
of the total maize area is planted with these seeds. Accord- 
ing to the years, yields are from 20 to 60 per cent above 
those of common varieties.?° In 1953, the Pergamino Ex- 
perimental Station began to sell a new variety (Pergamino 
Pampa Mag), with good yields, of good quality and re- 
sistant to the principal diseases affecting maize. Multiple 
seed varieties of other crops were also used for cultivation 
on a large scale. 


The Ministry of Agriculture, through the Direccién Gen- 
eral de Fomento Agricola, has contributed to the productive 
increase of selected seeds and to their distribution at devel- 


25 Tn 1948, 37.8 thousand tons were imported and 13.6 thousand 
tons in 1952. 

26To date, 9 hybrid varieties, either developed or acclimatized 
in Argentina, have been placed on the market, of which 3 originated 
from official research institutions and the remainder from private 
nurseries. 
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opment prices. The government authorized the Instituto 
Argentino de Promocién del Intercambio (IAPI) to grant 
the Ministry of Agriculture a 50 million-peso credit to 
finance a plan for the production and use of selected 
seeds. The plan includes all cereals, linseed, alfalfa and 
other fodder grasses subject to control. In mid-1953, the 
distribution of 900 thousand sacks (60 kgs. each) of 
selected wheat was announced. 


(iii) Irrigation. In 1953, four new irrigation dams were 
opened in different parts of the country, with sufficient 
capacity for 84.5 thousand hectares. In addition, the works 
included in the Second Five-Year Plan and others ex- 
cluded from the Plan were begun. These projects will 
irrigate an additional 400 thousand hectares distributed 
among the provinces of Santiago del Estero, Cordoba and 
the territories of Rio Negro and Chubut. 


(iv) Agricultural credit. In 1953, the Banco de la 
Nacién Argentina continued to support agriculture and 
developed planned credit, extending it to the entire coun- 
try. According to this system, the granting of loans is con- 
ditioned by farmers’ plans for the integral working of 
their lands, according to the crops which have priority 
on the national ecological map. Such priorities are given 
to vegetable, farm, forage and forestry production. Simi- 
larly, the Bank has financed several individual commodi- 
ties and particularly those for which the production goals 
in the Five-Year Plan are most difficult to achieve. 


Livestock loans, established at the end of 1953, are in- 
tended mainly for purchases of breeding cattle and the 
formation of forage reserves during good grass years. The 
loans can be repaid within five to seven years, according 
to the area, while interest is limited to 2.5 per cent an- 
nually. 


The Bank portfolio for agricultural purposes has grown 
steadily and in 1952 the number of operations rose at a 
faster rate than in former years. They increased by 25 per 
cent in comparison with 1951. Although individual loans 
were smaller, their total volume stood at 5,158.5 million 
pesos, an increase of 45 per cent above the previous year. 


(v) Co-operatives. With official support, the number of 
co-operatives has developed remarkably over recent years. 
In 1943, there were 721 societies in operation, while in 
1953 the figure reached some two thousand, of which more 
than half may be considered as strictly agricultural. The 
main functions of co-operatives have been concerned with 
the different aspects of marketing and processing agricul- 
tural products. Support from the authorities increased 
their importance for domestic and export trade as a con- 
sequence of the different advantages they possess. A series 
of scarce commodities (burlap sacks, tractors and other 
farm machinery, sugar in times of scarcity, etc.) have 
been distributed on a priority basis to co-operatives work- 
ing in production zones. 


For marketing the 1952/53 crop, the Ministry of For- 
eign Trade established a new system, allowing agricul- 
tural co-operatives to participate fully and thus stimulate 
the creation of new organizations. According to prelimi- 
nary data, during the marketing period of this harvest. 
300 new co-operatives were organized in the “pampa” 
areas alone, 


(vi) Mechanization. Tractor imports in 1953 rose to a 
peak level for the agricultural history of the country, 10 
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thousand units from a number of different sources.” It 
may be assumed that by the end of the year the total 
park consisted of about 50 thousand tractors,”* of which 
10 thousand were less than a year old, 23 thousand be. 
tween one and five years, 4 thousand between six and ten 
years, 8 thousand between ten and fifteen years and § 


thousand were more than 15 years old. 


er 


Official development of agricultural mechanization has 
been maintained through liberal credit for purchases of 
all types of machinery and for the domestic manufacture 
of equipment and spares. Thus, the Instituto de Aero. 
nautica y Mecanica del Estado has begun to manufacture 
diesel type tractors. In addition, several other industrial 
plants are even producing complex machinery such as 
cereal and maize harvesters. 


(d) Some problems of Argentine agriculture 


S| 

(i) Prices and markets. The drop in world prices and 

the weakening of international demand for agricultural 

commodities were great handicaps for Argentina’s econ- 
omy after the production decline in 1949-52. 


The sharp reduction in wheat prices on the free market 
—which at times were below the maximum price fixed in 
the International Wheat Agreement, to which Argentina 
does not subscribe—has been detrimental to some sales of 
the 1952/53 crops. Consequently, foreign exchange re- 
ceipts were lower than anticipated and the terms of trade 
for this cereal have deteriorated.”® 


Prices for maize and most other cereals have declined 
acutely, relatively more than for wheat. 


In order to stimulate production—and in spite of the 
world price fall—the Government maintained the previous 
year’s official prices for the 1953/54 harvest, with only 
very small variatitons. Thus, there is no change in prices 
for wheat, maize and linseed, which were 50, 45 and 65 
Argentine pesos per quintal respectively. Increases fixed 
for rye and sunflower seed were | and 3 pesos, the respec- 
tive prices being 43 and 48 pesos. In contrast, prices for 


barley and oats were lowered by 1 and 3 pesos, falling to 
42 and 35 pesos. 


In general terms, Argentina has not encountered serious 
difficulties in placing the grain harvest of 1952/53. 
Wheat, maize, barley and oats were virtually-all sold. In 
contrast, rye shipments were affected by the small over- 
seas demand in consequence of good European crops, s0 
that stocks had to be sold at a considerable loss to the 


TAPI: 


_ Another adverse factor for Argentine exports was the 
limit of 68 thousand tons placed by the United States on 
oat imports, to protect domestic output. 


_ Finally, mention should be made of Argentina’s market- 
ing problems. Purchasers delayed orders in anticipation 
of greater price declines. Most sales were effected only 


*" This is an estimate. Official data show that 8,232 units were im- 
ported during the first eight months of the year, 


**In January 1953, the Sociedad Rural Argentina estimated the 
tractor park at 40 thousand units. 


*® Argentina, however, was able to sell 1.5 million tons to Brazil 
at 112 dollars per ton f.o.b. that is a very much higher price than 
the maximum level established under the International Wheat 


Agreement and even to current prices in the United States and 
Canada. j 
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the end of the year, so that shipments accumulated dur- 
g the second half of the year and could not be made 
ith the necessary speed. There were port difficulties, 
ainly at Bahia Blanca where granaries and silos were 
erstocked with rye, oats and barley, commodities more 
ficult to place than wheat. It is estimated that by Decem- 
r 1953 about 400 thousand tons of grain remained in 
rm areas and could not be transported to ports. Since 
1s carry-over hampered the outflow of the subsequent 
irvest, the government arranged more storage by estab- 


shing emergency facilities at several internal points and 
ports. 


(ii) Fodder and beef output. Natural conditions in Ar- 
mtina, particularly in the “pampa” area, have placed 
e country in a favourable position as a low-cost meat 
oducer. The increase in livestock, however, has been 
ower than the rate of population increase since 1895. 
| that year there were 5.4 head of cattle per inhabitant: 
1922 this figure had fallen to 3.9; in 1930 to 2.9; 
1937 to 2.4 and in 1952 to an estimated 2.3 head. 
1e increase in beef cattle stocks, from census figures, has 
en achieved almost entirely in the “pampa” area, and, 
recent years, these increases were detrimental to crop 
rming. The reduction of the area sown with the principal 
ops was in inverse proportion to the livestock increase. 


see table 127.) 


Table 127. Argentina: Cattle population and 
cultivated area in the “pampa” zone 


Cattle population Area cultivated» 


Increase or 
decrease in 
the period 


Increase in 


Years Number the period Total 


(milltons of head) (millions of hectares) 


BRE ficders? 55, xen « 24.1 = 7a = 
U7 ee 31-5 7.4 11.6 —=5)-5) 
12) ean 32.0» 0.4 EG —0.6 


Source: Livestock censuses and official statistics. 


» Avoregate of wheat, maize, flax, sunflower seed and peanut areas. 
b Adjusted figure including the date of the census (November) 
allow for comparability. 


The problems of expanding the production of beef cattle 
its own sphere, that is without prejudice to crops, has 
used the present meat shortage which prevents the grow- 
x requirements of domestic consumption and exports 
9m being satisfactorily met. 


In view of this situation, the question arises whether 
gentina has real possibilities for increasing beef output. 
perts have recently insisted on a series of measures 
ich might improve working methods and increase pro- 
ctive capacity in areas which are at present used for 
azing. But doubt still exists as to the economic advisa- 
ity of these measures and the rapidity with which they 
ald be effected on all farms, given the required invest- 
nts and the delay caused by any change in traditional 


thods. 


[f livestock productivity in the fertile “pampa” area is 
npared with other world regions (in terms of head of 
tle in relation to land area), it appears that Argentina's 
sition is relatively backward. Exports from an interna- 


tional mission,*° who recently visited and studied pasture 
areas have estimated that, under similar conditions, one 
animal in Argentina is raised on a land area which would 
feed six elsewhere. They recommended that the system 
should be revised in line with current advances and that, 
although a maximum level has been reached as to quality 
of livestock, progress in pasturage methods has been slow. 
The solution that few animals graze on large areas is 
contrary to economic standards.** 


The problems requiring urgent solution, according to 
these experts, may be summarized as follows: (a) most 
pasture lands consist only of natural grasses, with little 
nutritive value and small yields, and although fodder varie- 
ties to improve these grasslands are already known, the 
number of establishments to reproduce these seeds are not 
available; (b) uncontrolled grazing methods do not per- 
mit adequate yields from natural grasses and improved 
fodder crops; (c) pasturage is usually too large and 
therefore cannot be adequately managed; (d) new con- 
trol systems and pasture management are not sufficiently 
widespread to prevent the invasion of weeds and toxic 
plants; (e) use of legumes in artificial pasturage has not 
been adequately taught; (f) the system of rotation be- 
tween crops and artificial pasture is not widely known 
and is ignored in many areas; (g) nutritive elements are 
rarely restored to the soil and there is no fertilization of 
grasslands, research has not been intensified to determine 
the economic convenience of fertilizers in livestock produc- 
tion while manure is not properly used on the fields; 
(A) agricultural extension services in relation to pastures 
and utilization of grasses have not been sufficiently devel- 
oped. 


The rate of increase of beef production during the next 
few years depends on the speed with which these problems 
can be solved. It will not be difficult to show farmers that 
investments to correct these shortages will be financed by 
sales of increased production tonnages at current prices. 


2. Brazil 


In 1952/53, some external factors and adverse climatic 
conditions contributed to the relatively stagnant position 
of Brazilian agricultural production. In fact, although the 
volume was greater than for any former year, it scarcely 
registered an increase of 1.5 per cent in relation to 
1951/52. Per capita output showed a decline, being almost 
1 per cent below the previous year. The increase occurred 
principally in domestic consumption crops, since the two 
main export products—coffee and cotton—showed declines 
of differing magnitude, thus affecting the economy of the 
country. 


During the last three years, the lack of balance between 
industry and agriculture became more acute. While agri- 
cultural progress lagged slightly behind population 
srowth, industrial output rose rapidly, causing a strong 
demand for foodstuffs which could not be fully met in 
spite of high domestic price levels. 


This situation is mainly due to inadequate transport, 
marketing and storage systems, which hamper the free and 
O 


© Experts of the Organization of American States and of the 
Food and Agriculture Organization of the United Nations who were 
in charge of the seminar on “Modern Methods of Livestock Manage- 
ment and Pasture”. 

°1 See Ministry of Agriculture and Livestock, IDIA, Buenos Aires, 
No. 68, p. 3. 


well-timed flow of products to the principal consumer 
centres and similarly cause a substantial difference be- 
tween prices paid by the consumer and those received by 
the farmer. 


Furthermore, weather problems in 1953 caused difficul- 
ties for Brazil’s agriculture, since they affected food output 
both at sowing and harvesting time in the central zone of 
Brazil, which is the richest and most populated area. The 
drought in the north-eastern area seriously damaged crops, 
and although its effects were less serious than in the two 
previous years, they caused grave economic and social 
problems. Frost seriously affected Brazil’s most prosperous 
coffee plantations, in northern Parana and south-west Sao 
Paulo, and to a lesser degree those of Minas Gerais and 
Matto Grosso. 


(a) Agricultural and livestock output 


In 1952/53, Brazil’s agricultural and livestock produc- 
tion scarcely managed to continue the rising tendency 
which dates from 1941/42. The increase was only 1.5 per 
cent above the preceding year, but exceeded the 1947/48 
figures by 18.8 per cent. With an annual population 
growth of 2.4 per cent, per capita output fell by almost 
] per cent in comparison with 1951/52.*? (See table 128.) 


Considering crop farming and livestock raising sep- 
arately, the former increased only 0.7 per cent in com- 
parison with the previous year, or substantially below the 


82 Compared with 1947/48 per capita production in 1952/53 was 
5.8 per cent higher. 
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over-all figure, while livestock production appears to have 
risen by 4.4 per cent, that is, a 2 per cent increase in the 
per capita availability.** 


In 1952/53, there was a greater increase in the output 
for domestic consumption. The 27 commodities compris- 
ing this group had an aggregate rise of 6 per cent in rela. 
tion to 1951/52. In contrast, exports showed a drop of 8.4 
per cent, caused principally by reduced cotton sowing: 
and lower coffee yields. 4 


(i) Output for domestic consumption. Among food- 
stuffs, the vegetable group (tomatoes, onions and garlie 
showed increases, production being 50 per cent above 
1947/48 levels, and only 4 per cent over 1951/52. The 
tomato crop—favoured by a 66 per cent price rise in com- 
parison with 1947/48—increased most within this group, 
exceeding by 84 per cent the 1947/48 figures. Greater 
consumpton of fresh and tinned tomatoes also contributed 
to the development of this crop. 


Cereal harvests were generally good, 8 per cent above 
the previous year and 24 per cent over 1947/48. Maize 
almost reached the high level of 1950/51 (6.1 million tons 
in 1952/53 against 6.2 millions previously) while rice 
virtually equalled the high 1949/50 output with 3.16 mil- 
lion tons. Droughts prevented more substantial maize and 
rice yields although the area sown was larger than ever 


** According to preliminary estimates based on livestock slaugh- 
tering at cold storage plants and private estimates for milk and 
wool output. 


Table 128. Brazil: Quantum of agricultural output, by commodity groups 


(Millions of cruzeiros)® 


1947/48 
TotaL> 44,257 
lotalvexpont productsOnane erates eter 12,838 
Total domestic consumption commodities?.. 31,419 
Gerealse?, DUR SIG es saa Ge Awe 10,465 
Wheat 2292 5.0d ah Se eas 1,023 
Maize 424.) Ru Etis ot Oe Rea ee: 5,249 
RL CE seeran oie Were otee AE Ae ee 4,130 
Rootsyanditubers'e. 4 he ean 3,858 
Diy pulses’ ap unk We coer ter eine ee 2,779 
Oikseedstandisinitits seh etree eee 1,356 
SEARCH Oreste eal etree See tian 2,425 
BUG Meter ve ace ste ore eee eee 1,708 
Mecetablest2iy M27 UY 2 7 Me eee od 411 
Imivestockeproductskssiycaient tree ene 9,805 
Dee lar sais aon norte Cee nee 520 
INVITE re petedods oe 2 ins: 1g ae ee 3,304 
SPMUAMES ree sc 3 ones eee Ce ee 7,185 
(COME). 5L Ak RPI Met tee bara BT pe) 6,451 
Cultivated industrial oil-seeds™............. 361 
PibresQuenmerermie a... hist tie. Lene 3,904 
COU, 23 be SO ee ee 3,484 


Source: Original data from the Ministerio de Agricul- 
tura, Servigo de Estadistica da Produgio. 


® At 1948 prices. 

> 37 products. 

° Cocoa, tobacco, bananas, coffee, castor beans, tung, 
cotton and sisal. ' 

d The remaining commodities which are included in the 
index but not under export commodities. 

° Wheat, maize, rice, oats, barley, rye. 


1948/49 1949/50 1950/51 1951/52 1952/53 
46,791 48,896 48,940 51,784 52,585 
14,483 14,721 14,063 16,349 14,972 
32,308 34,176 34,878 35,435 37,613 
10,680 12,262 12,101 12,098 13,006 

1,105 1,344 1,070 1,741 2,075 

5,100 5,638 5,820 5,529 5,719 

4,398 5,203 5,145 4,740 5,111 

4,180 4,048 3,953 4,151 4,293 

3,076 3,053 3,024 2,812 3,255 

1,689 1,776 1,532 1,692 1,583 

2,428 2,565 2,642 2,829 2,903 

1,762 1,863 1,973 2,054 2,164 

421 510 527 591 616 
10,144 10,336 10,983 11,399 11,881! 

5,456 5,404. 5,846 5,439 5,563! 

3,481 3,654 3,738 4,504 4,938! 

7,372 7,338 7,488 7,663 7,692 

6,643 6,662 6,717 6,998 6,950 

311 283 274 245 265 

4,728 4,862 4,445 6,251 4,926 

4,318 4,285 3,803 5,625 4,231 


f Potatoes, manioc and sweet potatoes. 
® Beans and lima beans. 
» Cotton-seed, peanut and cocoa. 


' Bananas, oranges, 

i Tomatoes, onions 

" : 
Beef, mutton, pork, goat meat and milk. 


1 Estimates. 


™ Coffee, tobacco, mate and tea. 


pineapples and grapes. 


, garlic, 


» Castor beans and tung. 


° Cotton, wool, sisal and jute. 


apter I. Agriculture 


/ 

fore. In several zones rice production was insufficient 
d large price increases ensued.** It was also necessary 
limit exports to a minimum, so that the 2.5 thousand 
ms exported during the harvest had to be replaced be- 
re the next crop by importing a small tonnage from 
ruguay. It must be recalled, however, that this situation 
as partly due to inadequate marketing and transport 
ystems, which hamper deliveries to the market. 


Wheat production, stimulated by better prices and the 

laintenance of both official purchasing agencies and devel- 
pment policies, stood at 821.8 thousand tons, 19 per cent 
igher than in the previous year and 103 per cent above 
947/48, The greater harvest took place principally in 
1e States of Rio Grande do Sul, Santa Catarina and 
‘arana, where better yielding varieties were planted and 
rops increased proportionally more in relation to the 
rea sown.*® Another indication of progress is the high 
ents obtained for wheat lands in the state of Rio Grande 
lo Sul. In the state of Sao Paulo (southern zone), how- 
ver, the wheat campaign was unsuccessful. In spite of 
reater efforts by the experimental station at Capao Bonito 
md the installation of free milling facilities, the area 
own decreased from 5,260 to 3,772 hectares. 


The production of beans, a foodstuff of great popular 
onsumption, recorded an increase of 15 per cent, due to 
etter yields, since the area sown rose by only 2 per cent. 


Sugar cane production remained virtually stationary, 
ncreasing by only 2.6 per cent. The corresponding sugar 
yutput is estimated at 1.75 million tons, or 10 per cent 
ver the 1951/52 harvest sold in 1953. Like other export 
ommodities, sugar was affected by world price declines 
selow the domestic level, which necessitated the establish- 
nent of export subsidies through a compensatory fund 
vhich the government had to reinforce recently. Even so, 
surplus stocks at the end of the 1952/53 sugar year were 
245 thousand tons, since domestic consumption remained 
stationary. The International Sugar Agreement had given 
Brazil an export quota of 175 thousand tons instead of 
he 400 thousand requested. As a result, it may be neces- 
sary to revise the 1953/54 production programme and 
‘nerease the amount to be converted into alcohol, which at 
present provides for the processing of 60 thousand tons of 
sugar. 


One of the few domestic consumption crops the pro- 
Juction of which was curtailed was peanuts. There was a 
) per cent decrease in the area sown in 1952/53, but out- 
put fell by only 4 per cent, owing to better yields. This 
Jecrease—added to that of cotton production—has caused 
Jifficulties in maintaining an adequate supply of oil-seeds 


for manufacturing edible oils. 


As regards livestock, a relative stagnation in beef pro- 
duction has been apparent since 1951, and up to 1953, the 
increase was only 4.3 per cent. Sheep production rose by 
only 2.3 per cent.*® Controlled beet production in 1952 
was 7 per cent below the previous year’s level and 


34 In the State of Sdo Paulo, the average price to farmers for 
paddy rice increased by 106 per cent between July 1952 and July 
1953, although this percentage afterwards fell rapidly. Between 
these dates, maize prices rose by 36 per cent. 

35 In another three States, the average yield in 1952/53 was 920 
kgs. per hectare, in comparison to 719 in 1951/52. 

36 When this Survey was prepared complete data for 1953 were 
unavailable. : 


153 


amounted to 7.4 million head. Preliminary estimates* 
indicate that livestock slaughterings in 1953 recovered 
considerably, without exceeding the 1951 level of 7.8 mil- 
lion head. These figures emphasize the need for greater 
efforts to take advantage of the excellent conditions found 
in central and southern Brazil, where a considerably larger 
livestock population could be established, utilizing more 
land and improving yields in those already populated. 
Slaughtering of pigs and sheep in 1953** appears to have 
ailing? by 14 and 5 per cent respectively in relation to 


Milk, cream, butter and cheese output all appear to have 
advanced rapidly and in 1953 the milk production level— 
estimated preliminarily at 3,300 million litres—was 10 per 
cent higher than 1952 and 50 per cent above 1948. The 
expansion of this industry, correlative to a growing de- 
mand, has taken place in the neighbourhood of the larger 
cities (especially Rio de Janeiro and Sao Paulo). Milk 
prices have not risen as rapidly as production costs. 
Farmers carried on an active campaign to obtain an in- 
crease from 2.20 to 3.50 cruzeiros per litre, but obtained 
a basic price of only 2.80 cruzieros. 


(ii), Output for export. With the exception of coffee, 
bananas and cocoa, agricultural products intended mainly 
for the world market have suffered the effects of a sharp 
price drop and strong competition from other countries. 
World over-production affected cotton, causing large sur- 
pluses in Brazil and restrictions for sowings in 1952/53, 
which are examined later. 


- Coffee output was seriously affected by adverse weather. 
Although the area harvested was almost 2 per cent greater 
than in the previous year, the crop was slightly smaller, 
only 1,117.8 thousand tons, as against 1,125.4, This meant 
a halt in the gradual production recovery since 1945, after 
the sharp drop caused by the coffee crisis. 


Sisal is growing in importance as an export crop, both 
for the tonnage and because it is a new revenue source for 
the dry north-eastern zone. Production began in 1943/44 
with 2.1 thousand tons, rising to 25.9 thousand in 1947/48 
and 73.2 thousand tons in 1952/53. The effects of intro- 
ducing sisal were unusual, since its excellent yield and 
high unit income—at profit levels previously unknown in 
the zone—caused a capital transfer from the cities to the 
rural areas. 


The check in sisal exports during most of 1953, due to 
the drop of world prices below domestic levels, repre- 
sented a severe handicap menacing output stability and 
economic development of the zone. The crisis, however, 
was overcome at the year’s end through the October ex- 
change reforms and the gradual recovery of world prices. 


Production of castor beans has declined rapidly as a 
consequence of international problems. To develop this 
industry and to use the cakes as organic fertilizers, Brazil 
channelled increasing amounts to industry, limiting ex- 
ports. The United States, principal importer of castor-oil 
and beans, preferred the beans to the oil and made sus- 
tained efforts to develop domestic production. This limited 
exports from Brazil in a similar fashion to Argentine 
linseed exports. Owing to all these factors, domestic output 


87 Based on livestock slaughtered at refrigerating plants during 
the first eight months of 1953. 
88 According to the preliminary estimates indicated in the above 


footnote. 
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fell from 231.1 thousand tons in 1947/48 to only 171.4 
thousands in 1952/53. 


Cocoa production recovered partially from the 1950/52 
decline and amounted to 122.5 thousand tons, or 20 per 
cent below the 1949/50 peak. Furthermore, the price in- 
crease beginning in mid-1953 and growing world demand 
presuppose a boom period for cocoa. 


The renewal of the trade agreement with Argentina in 
May 1953 strengthened the good prospects for the banana 
exports and ensured the shipment of 75 per cent of the 
exportable tonnage. The 1952-53 output was almost 7 per 
cent higher than that of the previous year and 45 per cent 
above 1947/48 figures. 


(b) Development Policy 


(i) Mechanization. The agricultural mechanization 
programme of the last few years is perhaps unique because 
it is being accomplished on a truly federal scale. The 
Ministry of Agriculture purchases various types of ma- 
chinery, which is then sold to farmers at cost price, on 
three-year payment terms. The speed of mechanization 
decreased relatively in 1952 and 1953 owing to foreign 
exchange shortages. Import restrictions affected purchases 
of new equipment, spare parts and accessories, thus stop- 
ping many machines, to the consequent detriment of agri- 
culture. Between January and September 1953, tractor 
imports had a value of 312 million cruzeiros against 512 
millions for the same period of 1952. During the first 
nine months of 1953, imports of ploughs and disk-harrows 
amounted to 15 million cruzeiros, compared with 92 mil- 


lions in 1952. 


At present the agricultural mechanization programme 
is being intensified through the 18 million dollar loan by 
the Export-Import Bank and the purchase of a thousand 
European tractors with a rotating credit of 150 million 
cruzeiros from the Fundo de Mecanizacao do Cultivo Bra- 
sileiro. It is planned to distribute an aggregate 6,900 trac- 
tors through the Ministry of Agriculture and the first deliv- 
eries are expected at the beginning of 1954. Interest in 
these plans is great and some 3,000 prospective purchasers 
have registered for more than 1,882 units assigned to the 
State of Sao Paulo. 


During the last two years no further progress appears 
to have been made in the mechanization of cotton produc- 
tion. The high cost and complex nature of the necessary 
machinery and, in particular, economic factors affecting 
cotton have combined to maintain such equipment at an 
experimental level. 


(ii) Wheat storage. The programme of the Technical 
Wheat Commission in some States received ample official 
credit facilities to promote technical advances and to pur- 
chase machinery and fertilizers. It was also supported by 
the government through the establishment of adequate 
price levels and the construction of storage space, which 
was given priority during the last two years. In 1952, 14. 
warehouses with 66.8 thousand tons’ aggregate capacity 
and an underground silo for 5 thousand tons were in- 
stalled in the States of Rio Grande do Sul and Santa 
Catarina. This programme was considerably expanded in 
1953, since construction began on 12 warehouses with 
52.8 thousand tons’ capacity (6 in Santa Catarina, 4 in 
Rio de Janeiro and 2 in Parana). In the State of Santa 
Catarina, furthermore, a 5 thousand ton grain elevator was 


built—the first in Brazil. All these facilities—at an esti-| 
mated cost of over 62 million cruzeiros—will be equipp ed | 
with modern machinery to dry and clean the grain as an} 
additional function. 


(iii) Minimum price policy. To develop production a 
guarantee fair profits for farmers, the Government passed | 
a law in December 1951 establishing minimum prices to ) 
farmers for the following commodities: rice, beans, soya | 
bean, maize, peanuts, sunflower seed, wheat, manioc flo 
and starch, tapioca, cotton fibre, mate and coffee. 


The law was not enforced until 1952, when world cotton } 
prices fell below domestic levels. The law authorized the 
Government to purchase any commodity, but only specifi- | 
cally protected ginned cotton. Pressure by farmers oblig: 
the government to intervene and to establish a practical 
guarantee system in which farmers could have confidence, | 


This policy has also given excellent results for wheat, | 
and an efficient marketing system enabled the government 
to intervene for farmers, with a basic price for the 1952/53 | 
harvest of 150 cruzeiros per 60 kg. sack. The same does | 
not apply to other agricultural products, since sales were 
made at much higher prices than the minima.*® Since the 
government did not intervene, the trade was imperfectly 
organized by a relatively small number of big wholesale” 
firms. Farmers were unable to benefit from the good prices 
for foodstuffs on the market,*® and some dissatisfaction 
arose. 


(iv) Irrigation. Great impetus has been given to irri- 
gation, especially in the north-east, the traditional drought 
zone. At present, 30 dams are under construction with a 
total water storage capacity of almost 6,000 million cubic 
metres. The importance of these projects is evident if 
compared with the present reservoirs, the aggregate capac- 
ity of which is 3,400 million cubic metres. Construction of 
the Oros reservoir will start shortly; it will be the largest 
in the north-eastern drought area, with a capacity of over 
3,000 million cubic metres. Furthermore, in 1952, 500 
kilometres of irrigation canals were built; in 1953 this 
figure was probably exceeded. 


For the rest of Brazil, the growing importance of spray 
irrigation in coffee plantations, mainly in the State of Sao 
Paulo, should be mentioned. Present coffee prices allow 
this expensive system to be used. A number of companies 
specializing in this field have been established in Sao 
Paulo and the manufacture of aluminum tubes and acces- 
sories has begun. 


(v) Immigration and colonization. The unsuccessful 
results of immigration and colonization by foreigners dur- 
ing the post-war period—due mainly to lack of preparation 
of the areas to be settled—has induced the government to 
prepare a General Immigration Settlement Plan. It is 
planned to settle 7,200 families—30 per cent of Brazilian 


me Thus, while the minimum price for unpolished rice, medium 
grain, types 1 and 2, was established at 154 cruzeiros per 60 kg. 
sack for the 1952/53 harvest, it was quoted in Sao Paulo at an aver- 
age price for the farmer of 456 cruzeiros in August 1953. Type 3 
maize, white or yellow, had a minimum price of 90 cruzeiros, but 
farmers obtained an average 143.70 in November 1953. For peanuts, 


the respective prices during the same month were 77 and 127.90 
cruzeiros. 


* As an example, the case of beans may be cited; they were 
quoted in the city of Sao Paulo at 220 cruzeiros per 60 kg. sack, 
while in some towns north of Parand and in rural districts of the 
State of Sao Paulo they were sold at 50—60 cruzeiros. 
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(i) Coffee production and effects of the frosts. Up to 
id-1953, the prospects for increasing coffee production 
peared excellent and there was even some well-founded 
ncern in official circles about possible over-production. 
nder the influence of high coffee prices, which had re- 
ained stable since 1949, and the expectation that world 
mand would continue to rise, the extension of planta- 
ons was carried on at a much faster rate than was re- 
ired to replace old or low-yielding bushes. 


The scarcity of suitable coffee areas in the state of Sao 
aulo and the high value of agricultural land there ac- 
punted for a movement of new plantations to northern 
‘arana and other states, even to Paraguay. The develop- 
vent of the Parana plantations was remarkable, since 
rom 59.2 million bushes in 1939 the figure rose to 683.5 
uillions in 1953, according to the latest census of the 
tate Ministry of Agriculture. Of the total, 238.8 million 
ushes were five years old or more and in full production; 
f the remaining 444.7 millions, 48 per cent were between 
ne and two years old. In the states of Goias and Matto 
rosso production also rose rapidly and between 1948 and 
953 the area of coffee bushes in production increased by 
44, and 77 per cent respectively. In the state of Sao Paulo 
1ere was no substantial change and the area planted only 
ose from 1.41 million hectares in 1950 to 1.46 in 1953.47 


The exportable crop in 1952/53 had been initially esti- 
vated at 16.9 million sacks of 60 kgs., but only 14.1 mil- 
ions were obtained; there was thus a smal] deficit on the 
orld market. The smaller harvest was due to drought in 
ne most productive zone and to damage caused by dif- 
erent insects in several states, particularly “broca do 
até.” 


Because new plantations were expected to come into 
roduction in Parana, the exportable crop for 1953/54 
as originally estimated at 20.6 million sacks, which would 
ave signified considerable over-production. However, 
xese forecasts were abruptly modified early in July 1953, 
then intense frosts seriously affected the Parana and Sao 
aulo plantations, causing output to drop sharply. The 
ast estimate made by the Brazilian Coffee Institute stood 
t 14.3 million sacks, or a decrease of 30.6 per cent in 
omparison with the former crop. It represents a loss of 
bout 7 thousand million cruzeiros for Brazil. 


In the state of Parana, it was estimated that more than 
0 per cent of all new coffee bushes had been destroyed 
y the frost and that between 55 and 60 per cent of those 


41 This figure was achieved by utilizing larger areas of the so- 
wlled “old lands”, in spite of the theory that their cultivation was 
neconomic. The use of early and high yielding varieties, contour 
rming to prevent erosion, use of combined fertilizers and spray 
rigation are disproving this theory. 


already in full production were totally or partially effected. 
A production decline of 55—65 per cent is anticipated. In 
the State of Sao Paulo, the damage amounted: to about 31 
per cent of all bushes.*? 


Unfortunately, not only was the 1953/54 crop affected, 
but the damage will be felt for some years, owing to the 
time-lag before the partially destroyed bushes can recover 
and to the decrease in productive bushes. Official estimates 


put the losses at an average 1.5 million sacks during the 
next five years.‘ 


Brazil’s entire economy was seriously jeopardized by a 
disaster of such dimensions. In Parana, where few possi- 
bilities for other types of farming exist owing to the high 
cost of clearing arable areas and the scarcity of land for 
immediate use, migrational movements have occurred 
since many farm workers remained unemployed. It is esti- 
mated that many of the farmers in this zone will be able 
to count on only 20 to 30 per cent of their normal man- 
power. 


Other crops were seriously damaged by frost, and there 
was a general movement away from permanent plantations 
liable to be destroyed by cold spells. 


In the state of Sao Paulo other crops were seriously 
affected, and the damage is estimated as follows: bananas, 
more than 40 per cent of plantations damaged; pineapple, 
loss of more than 4.6 million plants; tomatoes, half the 
plants; wheat, 15 per cent; sugar cane, a smaller propor- 
tion. Great tracts of grassland were burnt, and meat output 
will accordingly suffer. It is anticipated that it will be 
necessary to supplement cattle fodder with bran, oil-seed 
cakes and other high cost substitutes. 


To relieve the effects of the frost, the Brazilian Coffee 
Institute, jointly with the Banco do Brasil and State Min- 
istries of Agriculture, decided to provide financial and 
technical aid, to a value of more than one thousand million 
cruzeiros, to the farmers affected. Since August 1953, the 
government has authorized additional advantages in 
liquidating foreign exchange accruing from coffee exports, 
a system which was later replaced by a stable bonus. 


Efforts are being made to offset the damage by the in- 
troduction of other sources of income and a large increase 
in rice, beans and maize cultivation is probable. The 
1953/54 harvest in the States of Parana and Sao Paulo 
already shows exceptional advances. In Parana, the in- 
crease in the maize crop is estimated at 150 per cent, for 
beans 156 per cent and for rice 315 per cent. The areas 
sown with these crops in Sao Paulo rose by 42, 12 and 30 
per cent respectively. But some of the upward movement 
has been achieved by reducing cotton cultivation. 


(ii) Cotton production and the influence of external 
factors. Faced with a sustained external demand, Brazilian 
cotton output had been rapidly recovering the high pro- 


42 See the reports of the Commission which investigated the 
effects of the frost that the President of the Brazilian Coffee Insti- 
tute: see also the summary records of the Chamber of Deputies for 
23 September 1953, pp. 4 and 9. 

43 Some estimates, however, indicate that the 1954/55 crop (to 
be harvested between May and August 1955) will be as great as 
or perhaps larger than in 1953-/54, owing to the rapid recovery of 
many bushes and to the fact that many new plantations will come 
into production. 
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duction levels of the forties.*t Beyond 1951, the world 
price fall to below domestic levels** brought about a vir- 
tual suspension of exports, the figures for which fell from 
143.5 thousand tons of fibre in 1951 to only 28.2 thousand 
in 1952. Since 1951 sowings were a record for recent years, 
registering more than 1.3 million hectares in the State of 
Sao Paulo—an increase of 15 per cent over the previous 
year—surpluses began to accumulate. The drop in domestic 
prices continued until March 1952, when the Government 
established a minimum of 255 cruzeiros per arroba of 15 
kgs. for type 5 ginned cotton, on the condition that the 
ginning plants paid 35 cruzeiros to farmers. Owing to 
domestic difficulties, and particularly the reluctance of 
ginning plants to pay the farmers, all cotton transactions 
ceased for over two months. Pressure from planters for 
a guaranteed price obliged the Government to commission 
the Banco do Brasil with the direct purchase at 85 cruzeiros 
per arroba for unginned and unclassified cotton. This is 
equivalent to a price of 100 cruzeiros for classified cotton. 
According to this measure, the Government purchased 


80 per cent of all output at a price which exceeded by . 


30 cruzeiros, on some occasions, that of North American 
cotton of similar quality. The minimum prices allowed for 
growing production costs, further complicated by lower 
yields due to impoverishment of soils, lack of crop rota- 
tion, and plagues.*® 


The uncertainty over the minimum price for the 1952/ 
53 crop, the greater relative increase of maize and rice 
prices and financing difficulties discouraged farmers. The 
area sown fell to 2.5 million hectares, that is 17 per cent 
below the previous year. (This decrease represented 27 
per cent in the State of Sao Paulo.) Unfavourable weather 
conditions and less use of fertilizers and insecticides com- 
bined to produce a crop of 388.1 thousand tons, 25 per 
cent below 1951/52 levels, but 21 per cent above 1947/48. 


In August 1952, carry-over stocks stood at 270 thousand 
tons, while in December, when it was already too late to 
influence cotton planters, a minimum price was established 
at a similar level as the previous year (87 cruzeiros per 
arroba of the regular type), but with lower prices for 
inferior qualities, averaging 79 cruzeiros. Although prices 
were higher than United States levels, many farmers suf- 
fered losses. 


The Government had to purchase more than 55 per cent 
of the 1952/53 crop, although exports were virtually at 
a standstill until mid-1953, owing both to the price dif- 
ferential and to slacker demand from Brazil’s traditional 
customers. During that period, the only significant trade 
transaction was the exchange with the United Kingdom 
of about 15.5 thousand tons of cotton for military aircraft. 


The Banco do Brasil decided to sell its stocks in May 
1953, because the 1952/53 crop was already entering 


** A distinction must be made in Brazil between cotton from 
the north which is perennial, mainly with long fibres and little 
uniformity, and that from the south which is of the annual type 
and medium fibre, cultivated under modern standards and marketed 
by very advanced methods. Only the latter is considered here. 


*° The difference between quotations on the market in S40 Paulo 
for type 5 cotton and those for the American Upland Middling in 
New York, converted into Brazilian currency, amounted to more 
than 113 cruzeiros per 15 kgs, 


_** Manpower for the harvest accounts for 23 per cent of produc- 
tion costs, and another 25 per cent corresponds to treatment for 


pests and diseases, which require the use of materials almost all 
imported. 
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warehouses. For this purpose it was necessary to reduc 
the Brazilian price, which was the highest on the markei 
and establish a level which would compete with the New 
York Exchange quotations. Surpluses in May amounted 
to more than 200 thousand tons, of which 117.7 thousand 
tons had been exported up to November at a considerable 
loss. 


Cotton was the favourite crop in certain zones ; this was 
largely due to the existing economic, technical and trad 
organization. But the developments outlined above r 
duced interest in 1953/54 sowings and the sale of seed—a | 
monopoly of the Ministry of Agriculture in the State of 
Sao Paulo—was far lower than former years during the || 
same period. Owing to a combination of several factor 
the situation continued unchanged. Prices of foodstuffs | 
had risen abnormally while cotton quotations on the Sao 
Paulo Exchange were unstable and had a marked down- | 
ward trend. Fertilizers and disinfectants were scarce and | 
high costs or deficient yields in marginal areas were 
feared. 


The adjustment of Brazil’s foreign exchange structure in | 
October 1953 resulted in a bonus of 10 cruzeiros per dollar 
for fibre exports.*? This changed the situation radically. 
At current international prices, planters could receive 
some 96 cruzeiros per arroba of unginned cotton, regular 
type. By the end of October an increase was noted in seed 
purchases, which, by the end of December, were only 
20 per cent below the previous year. ii 


2 

The first estimates for the area sown in the 1953/54 
farm year indicate that this area is about 17 per cent 
smaller than in 1952/53, and 35 per cent below the 
average for the last ten years. Although the decrease will 
not affect exports, since substantial carry-over stocks exist, 
it will cause difficulties for edible oil supplies. Some 35 — 
thousand tons of seed will be harvested, but requirements 
are normally between 50 to 60 thousand tons and it will 
be necessary to use the small available reserves and to 
raise peanut cultivation. 


3. Chile 


(a) Agricultural and Livestock Output 


In 1952/53, Chilean agricultural production attained 
the highest levels recorded during the last six years, 18.1 
per cent above 1947/48 and 20.1 per cent over 1951/52. 
This increase, which may be considered exceptional in 
view of the absolute stagnation recorded in the three previ- 
ous years, brought per capita output 9.7 and 0.5 per cent 


higher than the figures for 1947/48 and 1934/38 respec- 
tively.*® 


Higher production in 1952/53 was particularly deter- 
mined by the increase in the agricultural sectors, where all 
products, with the exception of sunflower seed, exceeded 
the previous year’s levels. 


a This measure implies a 50 per cent bonus, since exports which 
previously produced 18.36 cruzeiros per dollar will in future get 


48 & 


. Data on farm and livestock production for 1952/53. pub- 
lished in April 1954 by the Direccién General de Hae de 
Chile, give lower figures than those previously supplied by the 
Direccion Nacional de Agricultura, which are the ones considered 
in this text. According to the new figures, in 1952/53 production 
rose by 8 per cent in relation to 1947/48, and by 11.7 per cent in 
comparison with 1951/52. These modifications, however, do not 
affect the trends described in this section.” ; 
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Table 129. Chile: Quantum of agricultural and livestock output 


(Millions of pesos)® 
ee eee SEER RD Uo iua Maus sy elie Sbiy bia we 


1947/48 
ToraL output 14,232 
Agricultural output total................0.. 8,680 
Meheati rata. Ih). +letetsnoxecter adet 4,001 
Maize se ah cel tosictirtdtan i ceslt ot clove: "927 
IRicenmccacry tte sin clever ert hmrc nee c Sie 329 
OatswAGAe Aig patak deol 222 
Barley! vnesttce dss. webrtharG kewhodes are 360 
ey Gitets otaonle-talroot isin weoie-deea> | 13 
OtatOes eet tl As nth whit ahs 1,248 
BERET Ra ae 705 
SUMO WEL SCGdS enki gece ocon eee « 166 
(RODACCOMtawen te cer wetee a ter ee 41 
Winesschichasee see ce ee 1,198 
Othersstra eet] raeauigen clea 170 
Livestock output total... 2.0.0... cece ee eee 5,952 
Leis aly td Gi Ae EEE ie oe COREE 1,318 
IMETEL GIN. metre c eatants emia ais. Cine weet 636 
(POET ONCE SIE. Oise leer 587 
IMalleery: Siset: ol exerciser, catrrnecerts bot. ay 2,617 
GE Se at eterays Cera yun babes oweds Spf epeeye od als 69 
IW OblLE Sheet ee drastitits wer set hates 325 
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1948/49 1949/50 1950/51 1951/52 1952/53 
15,439 13,924 13,983 13,988 16,799 
8,638 7,367 7,765 7,412 9,702 
4,159 3,068 3,642 3,419 4,480 
198 186 217 213 277 
307 309 148 294, 340 
262 197 252 272 324 
314 213 277 273 470 
14 10 12 13 12 
1,195 1,032 950 1,012 1,226 
618 583 566 667 763 
259 358 351 335 288 
52 52 49 4) 41 
1,080 1239) 1,168 722 1,307 
180 120 132 151 174 
6,801 6,557 6,218 6,576 7,097 
1,633 1,790 1,464 1,459 1,678 
646 665 460 483 468 
603 635 589 673 (3 
3,529 3,018 SL td 3,427 3,697 
76 65 103 101 106 
314 384 424, 433 433 


Source: Economic Commission for Latin America, based 
on data from the Direccién General de Estadistica and the 
Direccién Nacional de Agricultura. 


From an analysis of agricultural and livestock produc- 
on over recent years it is possible to deduce that the slow 
evelopment of Chilean agriculture was due to a reduction 
f the agricultural crop sector, which until 1951/52 re- 
1ained below the 1947/48 level. Consequently, the supply 
f agricultural products per capita was 20 per cent lower 
1 1951/52 than in 1947/48. In 1952/53, a 31 per cent 
icrease in relation to 1951/52, and 12 per cent in com- 
arison with 1947/48, enabled per capita production 
svels to be raised for the first time by 4 per cent in rela- 
on to 1947/48. (See table 129.) 


Normal weather in 1952/53 permitted the harvesting 
f a good wheat crop. Because of the area it covers and its 
roductive volume, wheat is the most important farm 
em. The government also encouraged farmers by grant- 
ig at 50 per cent subsidy on the value of the fertilizers 
sed and by increasing the wheat prices paid to farmers 
rom 700 to 830 pesos per quintal. It was thus possible 
» sow 839 thousand hectares—77.8 thousand more than 
1 1951/52 —to raise unit yields 19 per cent, and to ob- 
4in a crop of 1.2 million tons, 32 per cent above the 
revious year. 


Barley was the cereal crop with the highest increment, 
ue particularly to an increase of unit yields because of 
avourable climatic conditions. The 140 thousand ton crop 
ras 73 per cent above that of 1951/52. 


Maize production improved 30 per cent above the previ- 
us year’s level, owing to better prices and to the sowing 
f 6 thousand hectares—or 10 per cent of the total area— 
ith hybrid seed produced by the Ministry of Agriculture ; 
1e yields of this variety are 30 per cent higher than those 
f the more common varieties. 


= At 1948 prices. 
> Beans, lentils, chickpeas. 
¢ Hemp and flax (seed and fibre). 


Production of 92.6 thousand tons of unpolished rice, 
although it signified a 16 per cent improvement over the 
previous crop, was still 44 per cent lower than in 1945, 
the peak year for this crop in Chile. The downward trend 
of rice production is partly due to smaller yields through 
loss of soil fertility and partly to the deterioration of the 
price ratio to other products. 


The potato crop also shared in the general improvement, 
increasing 17 per cent above 1951/52, but was still lower 
than the 1947/48 levels. The appearance of potato blight 
(phitophthora infestans) in 1949/50 caused substantial 
damage to this crop and came as a surprise to farmers who 
had no means nor technical methods for its control. But 
the situation appears to have changed and the efforts made 
by the government and farmers to use blight resistant seeds 
and preventive treatments have resulted in a recovery 
of production. Production of dried pulses, which had 
shown a downward trend, was 14 per cent higher than the 
1951/52 output and 8 per cent above the base year of 
1947/48. Sunflower seed, however, suffered a 15 per cent 
decrease. 


The livestock sector (beef, mutton, pork, milk, eggs and 
wool), although it has not developed steadily, has grown, 
according to the Direccién General de Estadistica, at a 
higher rate than the population. This implies that available 
per capita supplies should have increased each year since 
1948. Eggs and milk are the commodities in this group 
which have shown most progress during the last six years, 
with increases of 54 and 41 per cent respectively. 


According to information from the Direccién General 
de Estadistica, meat production in 1953 would have been 
9 per cent higher than in 1952 and 13 per cent higher than 
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in 1948.4° On the contrary, surveys of the Ministry of 
Agriculture and the Corporacién de Fomento show a gen- 
eral downward trend. Similarly, such surveys have given 
figures 36.6 per cent higher for meat production in the 
1948-52 period than those provided by the Direccion 
General de Estadistica. 


(b) Development policy 


The agricultural development measures adopted during 
1953 may be considered as the beginning of a stage of 
effective achievement in the field of crop production. 


The reorganization of the Ministry of Agriculture en- 
abled a series of development programmes to be initiated 
which were supported by credit co-operation from the 
new Banco del Estado and by technical and economic aid 
from international organizations (Food and Agriculture 
Organization of the United Nations, Institute of Inter- 
American Affairs, Organization of American States, etc.). 


An agricultural development plan was inaugurated in 
the provinces of Nuble, Concepcién and Chillan which, 
in addition to the aims and objectives considered in each 
of the projects, was considered a “pilot project” to pro- 
vide experience for technical staff to carry out similar pro- 
grammes in other areas. 


Furthermore, a national agricultural plan was being 
studied, based on the programme prepared in 1945 by the 
Ministry of Agriculture (Plan Agrario). This plan was 
later expanded by the inclusion of the report prepared by 
the Joint Bank and FAO Mission, and several studies pub- 
lished by the Economic Commission for Latin America.*° 


It is interesting that agricultural societies and farmers 
have supported these projects, not only voluntarily ac- 
cepting the technical assistance given but also requesting 
more than it is now possible to grant. 


(i) Reorganization of the Ministry of Agriculture. 
Under the terms of the reorganization, the Ministry of 
Agriculture will guide and co-ordinate agriculture and 
livestock activities, to accomplish a quantitative and quali- 
tative increase in production. The new framework included 


* This increase is obtained from the figures on controlled slaugh- 
terings in the principal municipal and private abattoirs and from 
estimates of farm slaughtering by the Direccién General de Estadi- 
stica. The Ministry of Agriculture and the Corporacién de Fomento, 
after very thorough research, have arrived at very different conclu- 
sions in relation to the development of the livestock industry and 
the tonnage of meat produced. This study included beef, mutton 
and goat meat. For the comparisons made in this text, however, 
goat meat has not been considered since information from the 
Direccion General de Estadistica is not available. The conclusions 
reached by the new survey indicate that production of cattle, sheep 
and pigs, on the aggregate, would have been higher for 1948/52 by 
37.6 per cent than the figure of the Direccién General de Estadistica. 
During these years production tonnages, according to this source, 
have been steadily declining. For 1952, this would mean a decrease 
of 8 per cent in per capita meat output instead of a 6 per cent incre- 
ment as shown by the figures of the Direccién General de Estadistica. 
The agricultural and livestock production index, estimated on the 
basis of this recent data, would intensify the deterioration of Chilean 
agriculture; in 1951/52 it would have been 2.6 per cent below 
1947/48, instead of 1.7 by using the Direccién General de Estadi- 
stica figures. Per capita production—during the same period—would 
have fallen by 8.4 per cent instead of 7.5 per cent. 

** See ECLA, Agricultural Development of Chile, (E/CN.12/ 
164/Annex C, 1950); Recent Trends and Developments in the 
Chilean Economy, (E/CN.12/217/Annex 3, 1951): Preliminary 
Survey of the Techniques of Programming Economic Development, 
(E/CN.12/292, 1953) ; Analysis of Some Obstacles to the Increase 
of Agricultural Production, (E/CN.12/306, 1953). 


the creation of new departments,”* the reorganization 
others®? and the establishment of the Consejo de Fomento 
de Investigaciones Agricolas (CONFIN ).53 This agency 
has given the Ministry of Agriculture the necessary flexi- 
bility and independence for implementing the develop- 
ment programmes recommended by the technical depa t 
ments of the Ministry. The actual budget of the Ministry, 
which in 1953 amounted to around 200 million pesos, ha S 
been raised to approximately 800 millions for 1954, and 
will thus enable the programmes to be carried out. 


(ii) Agricultural development programmes. In 1953, | 
the Ministry of Agriculture and other development agen-— 
cies carried out new agricultural development programmes 
at both national and regional levels. The main programmes 
were: (a) national seed reproduction programme; (b) 
programme for conservation and reclamation of marsh 
land; (c) programme for establishing new grasslands; 
(d) artificial insemination programme; (e) livestock { 
sanitation programme; (f) agricultural industrialization — 
programme; and (g) Chillén plan. Because of their im- 
portance it is advisable to review each one briefly. 


| 
| 
| 
\ 


The national seed reproduction programme lays particu- 
lar stress on fodder crops, cereals and tubers. More than 
thirty suitable varieties of forage seeds are being studied 
and propagated for the different zones of the country. An 
area of about 2.3 thousand hectares of seed beds have been 
sown with these varieties in 1953, and it is planned to 
extend this area to 12 or 15 thousand hectares within the 
next few years. Work on the propagation of genetic wheat 
seeds has been intensified.** It is proposed in the next two 
or three years to sow 300 to 400 thousand hectares with 
these seeds, and 600 to 700 thousand hectares within six 
years. The reproduction of hybrid maize has also been 
of special concern to the Ministry, and it is hoped to supply 
not less than 60 per cent of the area sown. The aggregate 
supply of sunflower seeds has been maintained. Propaga- 
tion of potatoes immune to potato blight has been intensi- 
fied, and finally, seeds are available to start work on 
barley, rice, oats, and fodder beets. 


ve 


In 1953, in connexion with the programme for conserva- 
tion and reclamation of marshland, the Ministry initiated 
a soil conservation programme in the provinces of Maule, 
Nuble, Concepcion, Bio-Bio, Malleco and Cautin. The 
activities are carried out at the request of the farmers and 
consist mainly of rational crop distribution, creation of 
pastures on lands unfit for annual crops, levelling of irri- 
gated areas and construction of reservoirs to regulate irri- 
gation and use water at night. With economic co-operation 
from the Corporacién de Fomento de la Produccién and 
from farmers, the first pilot project for the drainage of 30 
thousand hectares of marshland in the province of 


Llanquihue was begun. 


** The following departments were created: Conservation of Agri- 
cultural Resources, Agricultural Defence, Agricultural Training, 
Technical Inter-American Co-operation (Point IV). 


oe Aeronomy, Viticulture, Fruit, Livestock and Agricultural Re- 
search. 


°° The Council is an independent agency, with legal status, pre- 
sided over by the Minister of Agriculture and composed of the 
National Director of Agriculture, the General Co-ordinator and 
some departmental directors of the National Agrictural Office. 


** From 30 to 40 per cent of the genetic seed used in the 100 
thousand hectares planted in 1953 was produced by the Ministry 
of Agriculture, the rest being obtained from a number of agri- 


cultural societies. The objectives include expansion only by the 
Ministry of Agriculture. 
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The programme for new grasslands is designed to sup- 
lement the 1. million hectares of artificial pastures dur- 
g the next six to eight years by adding 500 to 600 thou- 
nd hectares, principally on unirrigated land. 


Under the artificial insemination programme, centres 
ere established in Los Angeles and Talca, with a capacity 
f 20 thousand cows each. The Ministry obtained the sup- 
ort of the dairy co-operatives, which will manage the 
ntres once the necessary experience and technical train- 
ng have been acquired. 


In connexion with the livestock sanitation programme, 
ocal programmes were initiated at Osorno, Valdivia and 
lanquihue for the control of echinococcus granulosa, 
rucellosis, foot and mouth disease, carbuncles, and red 
yater disease. Another programme was initiated for the 
ontrol of all infectious, contagious or acute chronic and 
arasitic diseases in the provinces of Nuble, Maule and 
soncepcidn, supplemented by dairy control and forage 
onservation programmes. 


Agricultural mechanization programmes are at present 
onfined mainly to sugar manufacture, the dairy industry 
nd the construction of refrigerated abattoirs. 


It is interesting to note that sugar is considered as a 
y-product in the establishment of this industry. The main 
products are milk and meat, as well as greater cereal, pulse 
nd oil-seed yields, resulting from the rationalization of 
griculture introduced by the cultivation of sugar beet. 


The Ministry is also initiating a programme for the 
nstallation of powdered milk plants. A plant at La Unién 
ame into production in 1953 and two others at Valdivia 
nd Rio Bueno are almost complete. It is planned to build 
ive more plants in 1954, with a capacity of 80 thousand 
itres each. The programme includes the installation of 
nilk collecting centres to facilitate the supply of such 
ities as Santiago, Valparaiso and Concepcion. 


In 1953 a start was made on the Chillan plan. The 
ctivities of different official agencies and international 
ganizations will be co-ordinated to encourage agricul- 
ural development and to improve living conditions for 
he rural population in the provinces of Nuble, Concepcion 
nd Chillan, where yields per unit of the different crops 
ire much below the national average. 


Agricultural development plans** consist, firstly, of an 
ericultural extension and soil conservation programme 
or the protection of natural resources, livestock improve- 
nent, formation of farm and electric power co-operatives, 
ocal farmers’ associations and youth clubs. Secondly, a 
rogramme of direct services, including weed control and 
lant and animal health.*® Finally, an agricultural and 
conomic research programme for the survey of the area 
nd for research on production, technical assistance, mar- 


ets, etc; 


55 The following organizations co-operate with the Ministry in 
his plan: the Direccién Nacional de Salud, with a programme of 
ural hygiene in connexion with agriculaural extension ; the Direc- 
ién General de Bosques of the Ministry of Lands, for the reaffores- 
ation of dunes and watersheds; the Direccién de Riego of the 
finistry of l‘oads and Works, by means of surveys and later by 
he rationalization of canal networks; the Corporacién de Fomento 

la Produccién (CORFO), with mechanical irrigation works and 
se of underground waters; the Institute of Inter-American Affairs 
Point IV), through its Technical Department of Agricultural 
o-operation; FAO, through technical assistance ;_ and finally, 
INICEF by the gift of a milk processing plant at Chillan. 


(iii) Agricultural credit. The new Banco del Estado 
was organized in mid-1953 by merging several official 
credit institutions. It has allocated 54 per cent of its 
substantial credit available to the agricultural department. 
The Bank will co-operate with the Ministry, granting 
credit to farmers who follow ministerial development 
plans and technical instructions. 


(iv) Technical assistance of international agencies. In 
1953, the Food and Agricultural Organization of the 
United Nations (FAQ) continued to provide technical as- 
sistance to government development plans with a budget 
of 300 thousand dollars. It also contributed to the financ- 
ing of further studies by agronomic engineers outside 


Chile. 


The Inter-American Co-operative Department (Point 
IV) co-operated with the Ministry of Agriculture in sev- 
eral of the above development plans, contributing 200 
thousand dollars. 


The Organization of American States also began an 
agricultural extension programme in the San Vicente area. 
Finally, the Rockefeller Foundation continued its agricul- 
tural extension and public health programmes in the 
Aconcagua Valley, in co-operation with the Chilean au- 
thorities. 


(v) Irrigation. In 1953, the Ministry of Public Works 
and Transport invested 234.5 million pesos in irrigation 
works. Plans include the irrigation of 152 thousand hec- 
tares and a better water distribution in another 135 thou- 
sand, 


(c) Some problems of Chilean agriculture 


(i) The decline of sunflower seed production. Produc- 
tion of sunflower seed has expanded rapidly in Chile dur- 
ing the last fifteen years. The crop was commercially 
grown for the first time in 1940 on 1.2 thousand hectares; 
this figure rose to 85.7 thousand hectares in 1950/51, later 
declining to only 37 thousand in 1952/53. The exceptional 
initial development made it possible to instal an edible 
oil industry which supplied 73 per cent of the domestic 
demand. The later contraction in sowings reduced this 
percentage to 42 per cent in 1951/52 and obliged Chile 
to import from 14.2 to 15.7 thousand tons of oil in 1952 
and 1953, in comparison with only 600 tons in 1950. 


It is therefore of interest to define the reasons for so 
great a reduction in the area devoted to the sunflower seed 
crop. Average yields per hectare show a gradual rise. 
Genetic improvement, supply of certified seeds and exten- 
sion of farming practices have all been satisfactorily at- 
tained by the Ministry of Agriculture. Plagues and dis- 
eases were checked, while weather conditions were normal 
during the last three years. The decline in the sowing of 
this oil-seed must be attributed to economic factors and 
in particular to the unfavourable relative prices with other 


5° The Animal Health Programme provides for free vaccination 
against foot-and-mouth disease, diagnosis of tuberculosis, bangs 
disease and mastitis, milk control, veterinary and extension services 
in general; services at cost price for vaccination against carbuncle, 
red water disease, bangs disease, tuberculosis, prevention and arti- 
ficial insemination, and control of toxic weeds and sources of in- 
fection derived from internal parasites. 
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products, since there was no shift of cultivation in favour 
of other commodities.” 


(ii) Soil erosion. The survey, study and classification 
of soils which the Ministry has begun°* makes it possible 
to assess the importance of Chile’s erosion problems. 


The results already obtained in the provinces of Maule, 
Bio-Bio, Malleco, Cautin, Osorno and Llanquihue, an area 
of slightly more than 3.8 million hectares, show that 56.7 
per cent of this area—or 2.2 million hectares—has no ero- 
sion problems. The remainder—or 1.7 million hectares— 
is affected by erosion in one way or another. Indeed, it has 
been shown that 969 thousand hectares are liable to ero- 
sion or are eroded already; 254 thousand hectares are in 
an advanced state of erosion and soil fertility is already 
affected; 422 thousand hectares suffer from permanent 
erosion and are seriously damaged, requiring urgent con- 
servation measures; finally, 27 thousand hectares are en- 
tirely lost. 


These studies show that one of the most important 
causes of this exceptional destruction of the soil is uncon- 
trolled annual planting, mainly with cereals, on land 
which might be classified as unfit for cultivation. The 
burning of forests to bring under cultivation new land 
which is unsuitable for annual crops exposes the soil to 
erosion. Other contributory causes are the small areas of 


57 Sunflower seed prices are officially established every year and 
the price ratio to wheat shows that while the former have always 
been higher the difference between them has been growing steadily 
smaller. In 1943 and 1944, sunflower seed prices were 55 to 61 per 
cent higher than wheat prices, giving farmers an incentive when 
this crop was initially introduced. At a later date, this ratio fluc- 
tuated around 40 per cent in favour of sunflower seed, causing a 
growing interest in this crop. As stated earlier, 85.7 thousand hec- 
tares were sown. However, the deterioration of the ratio in more 
recent years automatically reduced the area sown. In 1953, sun- 
flower seed prices were only 14 per cent higher than wheat prices, 
in spite of the fact that it is a crop which requires weeding, more 
care, and a greater use of manpower. The area sown then con- 
tracted to 37 thousand hectares, that is, 57 per cent below 1950 
when the price ratio was 44 per cent in favour of sunflower seed. 

The pegging of sunflower seed prices at 1,350 pesos per 100 kgs. 
for the 1953/54 season, while the price of wheat was fixed at a 
thousand pesos for the same quantity, raised the ratio to 35 per 
cent, causing a 21 per cent increase in area sown. The rise of 
production costs later obliged the authorities to raise the price of 
wheat to 1.2 thousand pesos. Sunflower seed prices remained at 
the same level and the ratio has thus dropped to only 12.5 per 
cent, remaining there under even worse conditions during 1952/53. 
Relative prices with other crops followed the same tendency. 


: 4, A 
°° Departamento de Conservacién de Recursos Agricolas, 


new grasslands and the lack of conservation several years 
after initial cultivation; overgrazing by sheep, which de 
stroys the plant cover, leaving the land unprotected against 
rain; the farmers’ ignorance of conservation practices; 
and inadequate use of correctives and fertilizers. 


The division of land into numerous very small holdings 
has obliged farmers to plant unsuitable crops in order to 
obtain a temporarily increased income. This practice is de- 
trimental to the soil. 


Wind erosion is not very serious in Chile, and is ap- 
parent to some extent only in the Magallanes area and in 
the coastal and sandy regions of the Central Valley 
(Bio-Bio province). The greatest damage is done by south: 
ern summer winds to finely textured sandy soils. Never. 
theless, the principal harm is caused by water erosion, as 
a consequence of rainfall and inadequate irrigation sys- 
tems. 


The experimental stations established in different re: 
gions since 1945 have provided valuable data on the 
prevention of erosion and on methods of recovering soils — 
subject to erosion. 


By these methods, it has been possible, for example, — 
to increase wheat yields from 6.5 quintals per hectare in 
1935/39 to 21 quintals in 1952/53 in the provinces of 
Maule, Bio-Bio and Malleco. The experiment of sowing 


source of food for livestock. The need for terrace cultiva- — 
tion to prevent water flowing down on sloping land is also 
apparent. 5 


The results have induced farmers to support the Minis: 
try’s soil conservation programme. As a consequence, work 
requests during the first year will absorb the whole of the 
material and technical capacity available for the next 
two or three years. i) 


(iii) Livestock development. Although the figures of 
the Ministry of Agriculture have not been considered in 
preparing livestock production indices,** it is necessary 
to bear them in mind when studying the livestock prob= 
lem because they are the starting point for Chilean de- 
velopment programmes. These figures show that in the 
1949-51 period, per capita meat consumption would have 
been 20 per cent lower than 1946-48. (See table 130.) 


me They are based on official data from the Direccién General de 
Estadistica. 


Table 130. Chile: Per capita meat consumption during the 
three-year periods 1946-48 and 1949-51 
a 


1946-48 
Domestic Imported Total 


(Kilogrammes per capita) 


Beaters ole s.« ¢ 24.4 12 35.6 
IMALEL OT atin’ nie... ¢ Tat 0.9 8.0 
ROT pees, «a's 4.1 0.3 4.4 
Goat meat..... Lee oo 1.7 
Poultry. wetter 2.2 = 2.2 
Oftaleeog Oats .4 Ps} 0.7 2.0 

ToTaL 41.8 ee 54.9 


1949-51 
: TO Percentage 
Domestic Imported Total of Biffenencs 
between the 
two periods 


21.9 4.6 26.5 —26 
6.8 0.5 7.3 — 9 
3.9 — 3.9 —ll 
1.9 _— 1.9 12 
2:2, — 29 Soe 
De 0.3 2.4 —20 

38.8 5.4 44,2 —20 


Sources: Ministerio de Agricultura and Corporacién de Fomento de la Produccién. 
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The greatest reduction in meat consumption therefore 
curred in the case of beef, where consumption between 
ese periods fell from 35.6 kgs. per capita to only 26.5 
s. This was mainly due to restrictions on imports which 
clined from 11.2 kgs. to 4.6 kgs. and to a decrease in 
mestic production of 2.5 kgs. per capita. 


The authorities are studying a development programme 
} replace imports by domestic production in the near 
ture. The Servicio Nacional de Salud indicates that the 
mimum annual consumption of meat of all kinds is 43 
3s. per head, while it is anticipated that the rise of income 
ill increase this quantity to 46 or 48 kgs. by 1960. There- 
re, if the consumption pattern of 1949-51 were main- 
ined, a slaughter rate of 756 thousand head would be 
quired and stocks would have to increase to 4.2 million 


ad. 


To meet anticipated consumption in 1960, present 
ocks, which, according to the Direccién General de 
stadistica, amount to 2.3 million head, should increase 
y 1.9 million. Even taking the figures given by the Min- 
try (3 millions) the required increase would be 1.2 
illion head, which would be impossible to achieve in less 
an six years. Consequently, experts recommend a grad- 
al decrease in beef consumption, to be replaced by meat 
f species which are quicker to raise: pork for example. 
his implies a change in dietary habits of the population 
1d would require a substantial increase in pork produc- 
on. Thus, a diet containing 47 kgs. of meat per capita, 
} which only 21.1 would be beef, would need 583 thou- 
ind head of cattle. It is possible to slaughter this quan- 
ty from a stock of 3.3 million head. Herd population 
yuld be raised to this figure, since suitable conditions 
cist in Chile for expanding production, either by inten- 
fying current livestock resources or by increasing the 
‘ea devoted to these activities. At present, the first of 
ese possibilities is considered more suitable. 


A livestock development programme postulates a price 
slicy which reflects fairly and permanently the relation 
tween livestock products, farm commodities and other 
ements of the productive process. It is also necessary to 
tablish a credit system, with time limits appropriate to 
e development of this activity, the organization of 
aughter houses, refrigerated storage, pasteurization 
lants, creameries, etc. 


The studies in Chile showed that it is possible to obtain 
e quantities indicated as the targets for the different 
ecies within six to eight years. For this purpose, it would 
necessary to improve cattle feeding, create artificial 
istures, increase genetic capacity through the establish- 
ent of dairy control and centres of artificial insemina- 
mn, import breeding stock, build cattle sheds, improve 
nitary conditions, improve methods of handling herds 
id restrict the slaughter of less than four-year-old cows 
d of calves. In this last respect it may be noted that at 
ast 100 thousand bullocks are slaughtered a few days 
ter birth in the dairy farms which supply the principal 
pulation centres. Their rearing might make available 
least 85 thousand bullocks, supplying 19 thousand tons 
beef. 


In the region between the provinces of Coquimbo and 
o-Bio, 267 thousand milch cows are producing an an- 
al milk yield of only 1,673 litres per cow and a daily 
erage of 4.6 litres. It is estimated that this stock is 
azed on 100 thousand hectares of artificial pastures, 
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which should be increased to 170 thousand hectares to 
improve milk production. The extensive dairy farms of the 
zone between Cautin and Llanquihue, which have a season 
of only six to eight months, could slowly be transformed 
if establishing pasteurizing plants, and creameries were 
established. In this region there are 197.4 thousand milch 
cows, with an average production of 1,080 litres of milk 
in only 180 milking days. This yield could be increased to 
1,440 litres assuming that more fodder could be produced 
on 180 thousand hectares of new pastures, and that the 
other improvements mentioned above were put into effect. 


Sheep flocks amount to some 8.8 million head.® In the 
1950-52 period, 2.2 million were slaughtered, providing 
a per capita consumption of 6.7 kgs. annually. 


Sheep production has remained stationary in recent 
years and per capita consumption has thus decreased with 
the growth of population. This lack of movement is espe- 
cially due to the absence of a development policy includ- 
ing animal hygiene, better feeding, genetic improvement 
and advanced herd management. 


An annual per capita consumption of 7.1 kgs. is antici- 
pated for 1960, which would imply increasing production 
by over 570 thousand head per year, a target which experts 
believe possible if development measures are adopted. 
Among such measures, the desirability of standardizing 
the breeds, including “dual purpose” strains in the regions 
between Nuble and Llanquihue, and Chiloé and Aysén 
should be emphasized. 


Genetic improvement through the use of pedigree breed- 
ing stock and improved cross breeds would make it pos- 
sible to reduce the sale of a high percentage of ewes which 
at present are slaughtered because they lack breeding 
facilities. It is estimated that in the course of three years, 
all these measures could result in annual rates of increase 
of 200 to 300 thousand ewes for breeding purposes, which 
would rise steadily so that by 1960, increases would total 
one million ewes. In this way the greater meat quota antici- 
pated for that year could be obtained. 


Inadequate sanitary conditions cause losses through dis- 
ease amounting at present to between 6 and 8 per cent 
annually, a percentage which, with the extension of pre- 
ventive remedies, could be reduced to 5 per cent by 1960, 
thus gaining at least 170 to 200 thousand head a year. 


The pork slaughtering rate is estimated at about 500 
thousand head a year, and an increase in this production 
is considered to be of the most practical solutions of the 
short term problem of reducing cattle imports. It has been 
estimated that sows number about 100 thousand head, 
raised principally by smallholders and farm workers. In- 
dustrial plants with technical management are still very 
scarce in Chile. Breeding quality is still very low and 
production is aimed at rearing animals of great weight 
with a high fat content. 


To obtain an increase in meat production it would be 
necessary to improve the breed through the use of pedi- 
eree pigs. At present, it is estimated that the number of 
pedigree animals is only about 5 per thousand, although 
a ratio not lower than 30 per thousand is advisable. 


If food processing factories were set up in sites where 
freight costs would not raise prices for the beet sugar 


°° According to the figures of the Ministry of Agriculture and 
CORFO. The Direccién General de Estadistica estimates stocks at 


6.6 million sheep. 


Table 131. Colombia: Quantum of aggregate agricultural and livestock output, 
by commodity groups 


(Millions of pesos)® 
1947/48 1948/49 1949/50 1950/51 1951/52 1953/53> 

a eee 
TOTAL AGRICULTURAL OUTPUT 1,564 UEP 1,579 Tato Lele 1,809 
298 B32 379 

Motaloutput fOr exPOLbomtoitelttictveileteloiretslele 321 358 331 
F are i a fh au ickofeietetetorersiete eiote everelois 295 314 288 257 289 327 
Ravenscar eae POLO Dba 26 44 43 41 43 52 
Total output for domestic consumption........ 1,243 1,374 1,248 1,453 1,485 1,430 
(Cereal sconce ro reqapottsotesoisre tone cuonetersierspertecs 279 322 263 344, 370 329 
Potatoes and others? ... cc eile selec 197 216 168 222 233 235 
Dis? (OWKEERGs boao0cunogdocossuaDeoees 41 39 Be 48 50 42 
Edible oil-seeds‘..... era era heeds severeronere 31 36 38 37 40 42 
SUIEE Theis ORO RESO Eee DEA OEaC OS 205 229 209 244 238 212 
Plantains Secp cite serrate siwuere eerie erorherets 12 101 99 100 101 100 
Meata®ie nniew. cuvcise:tye olcies sie enters a cterens 385 396 398 420 410 414 
FLODACCO! 2s eres erecre ayers ogi nis 5 ois cvsretsisie ers 16 16 16 18 18 20 
Pibres leaner acters cect arr rita ars 17 19 22 19 26 36 
Source: Economic Commission for Latin America, based ad Yucear 


on data from the Ministerio de Agricultura. 


» At 1948 prices. 
b Provisional data. 
¢ Wheat, maize, rice and barley. 


industry or the dairy industries, the pork development 
programme would benefit. The Ministry of Agriculture 
target of doubling the present stock of 100 thousand sows 
by 1960 must be carefully studied from the point of view 
of the available materials for the manufacture of food 
concentrates. Stock capable of producing one million ani- 
mals for slaughter a year, with an average of 80 kgs. of 
meat each—that is 11.4 kgs. per capita—would be neces- 
sary. To achieve this objective it would be necessary to 
improve breeding methods and health conditions as well 
as to provide larger credit facilities. 


4. Colombia 


From 1947/48 to 1952/53, Colombia’s agricultural out- 
put has grown at a faster rate than the population. There 
was a population increase of 12.1 per cent and an increase 
in agricultural output of 15.6 per cent, so that available 
per capita stocks improved by 3.1 per cent.* In 1952/53, 
however, production was 0.5 per cent lower than in the 
preceding year. (See table 131.) 


The agricultural sector has been stimulated in recent 
years by certain development measures which brought 
about an over-all improvement in output levels for sev- 
eral commodities, mainly rice, barley, potatoes, cotton 
and sugar. In 1952/53, coffee and bananas, the main ex- 
port commodities, reached the highest levels ever re- 
corded. This enabled Colombian coffee exports, includ- 
ing the sale of carry-over stocks, to rise to a peak, Con- 
versely, there has been little development in beef produc- 
tion, so that price increases and supply difficulties have 
ensued, 


Among recent development measures are medium and 
long-term credits for livestock development, construction 


** 1950/51 was an exception to this trend. Adverse weather had 


a severe effect on several crops, causing a reduction of output to 
1947/48 levels, 
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° Beans and other pulses. 
f Cotton-seed, sesame and{cocoa. 
© Beef, mutton and pork. 
* Cotton, wooljand sisal. 


of storage silos, which by 1954 will have a capacity of 
35 thousand tons, facilities for accelerating agricultural 
mechanization, establishment of minimum prices for the 
main commodities to be developed, and the creation of the 
corresponding purchasing power. 


(a) Agricultural and livestock output 


In analysing the development of agricultural produc- 
tion in Colombia, particular attention should be given to 
the increase in production commodities for domestic con- 
sumption, and others—coffee and bananas—principally 
for export. 


Between 1947/48 and 1951/52 there was a more regular 
and greater development, and an increase of 19.5 per cent, 
in production for the domestic market, whereas production 
of commodities for export rose by only 3.4 per cent. In 
1952/53, however, owing to good coffee and banana har- 
vests, the 1951/52 level was exceeded by 15 per cent. 


The basis for agricultural development has been a 
policy aimed at increasing production of certain com- 
modities, in order to reduce food and vegetable fibre im- 
ports, and in some cases to obtain surpluses for diversify- 
ing exports, consisting at present almost exclusively of 
coffee. For this purpose, official agencies have been created 
to encourage production of certain commodities. Imports 
of commodities not grown in sufficient quantities within 
the country have been severely limited, and special taxes 
have been applied to them, to be used for agricultural 
development.” 


A detailed study of the different commodities which 
compose Colombian production shows that cotton cultiva- 


tion was at a maximum between 1947/48 and 1952/35 


] S2In order to reduce the high cost of living, the government par- 
tially modified these measures during the first months of 1954, 
authorizing food imports and establishing lower taxes. 
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he 17 thousand tons of fibre harvested in 1952/53 rep- 
esent an increase of 179 per cent. The government has 
Iven priority to this crop, and an active campaign has 
een carried on through the Instituto de Fomento Algo- 
lonero in order to foster mechanization and the use of 
echnological advances, such as the substitution of selected 
nnual strains for perennial cotton. The campaign was 
upplemented by the establishment of guaranteed prices 
or producers, control of imports, installation of cotton 
‘ins and packers in production areas, and compulsion of 


he textile industry to consume fixed quotas of domestic 
otton. 


To date it has only been possible to grow short-fibre 
otton, but output already meets domestic requirements. 
Juring 1952, the aggregate consumption of 28.8 thousand 
ons of cotton fibre included 17.2 thousand tons of short 
ibre (60 per cent) and 12.6 thousand tons (40 per cent) 
of long and medium fibres, which had to be imported. 
Research work on the acclimatization of these varieties 
in the country is, however, well under way. 


Prospects for this crop are most favourable, and by 
1953/54 an increase of 70 per cent above 1952/53 output 
is anticipated, leaving a large export surplus. 


Plantain and banana output increased by 54 per cent 
between 1947/48 and 1952/53.°° Banana production was 
stimulated by the fall in Central American output and 
rising consumption in United States and some European 
countries. Exports, therefore, which had virtually ceased 
during the second World War, again became substantial: 
89 thousand tons in 1948 and 160.7 thousand in 1952. 
Colombia has vast areas suitable for this fruit, which 
ranks second among agricultural exports. Both the gov- 
ernment and producers are interested in stimulating its 
cultivation, and, in order to facilitate exports, it is planned 
to create a Planters’ Federation. 


Sugar products (including raw brown sugar) shown 
some interesting changes. The refining of brown sugar 
is of great importance to Colombia owing to the popular 
demand for this variety which is in general preferred to 
white sugar. In 1952/53, 600 thousand tons of raw brown 
sugar were processed, sugar refining amounting to only 
187 thousand tons. A change is apparent, however, in the 
production and consumption of these commodities. While 
sugar refining has risen by 72 per cent in relation to 
1947/48, production of raw brown sugar has increased 
by only 12 per cent. This was due to the installation of 
new sugar refineries, which have encouraged the introduc- 
tion of new cane varieties, and a more technical type of 
cultivation. Since 1949, Colombia has changed from a 
sugar importer to an exporter, excluding 1952 when it was 
necessary to import 10 thousand tons. 


Maize is the most important cereal crop. There was a 
steady upward trend in production until 1951/52, when 
928 thousand tons were harvested from 844 thousand hec- 
tares, surpassing by 47 per cent the 1947/48 crop. An- 
nual per capita consumption advanced from 59 to 80 kgs. 
in this period. In 1952/53, however, there was a sharp 
decrease, and the crop stood at only 770 thousand tons. 
One of the principal difficulties in developing production 
of this cereal is the lack of storage silos, and the conse- 
quent wastage is estimated at 18 per cent. 


68 Plantain production increased by 38 per cent and banana 
production by 97 per cent. 
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The expansion of rice cultivation, which began in the 
forties, has been maintained over recent years, In 1952/53, 
200 thousand tons of polished rice were produced, which 
is 160 per cent over 1939/40 and 10 per cent above 
1947/48. Better technical methods and the use of selected 
seed varieties, which have become general, have made 
this progress possible. In addition, planters have been 
encouraged by greater credit facilities and minimum guar- 
anteed prices. In 1952, it was possible to avoid any imports 
and even to export 11.6 thousand tons. Apparent per capita 
heen Sa has risen from 9.5 kgs. in 1940 to 17.4 in 


Between 1947/48 and 1952/53, barley production grew 
from 29 thousand to 65 thousand tons, so that imports 
have been unnecessary since 1951. Conversely, malt im- 
ports have steadily increased following an even greater 
rise in consumption. While in 1948, 9.6 thousand tons 
were imported (expressed in terms of barley), in 1951 
mat Be imports rose to 29 and 20 thousand tons respec- 
tively. 


Wheat output has begun to recover, amounting to 145 
thousand tons in 1952/53 (118 thousand in 1947/48). 
Owing to increased consumption, imports, rose from 26,1 
thousand tons in 1948 to 33 thousand in 1952. Research 
has been completed on the problem of self-sufficiency and 
the price of domestic wheat has been established at much 
higher levels than the cost of imports.®* The use of native 
strains with very little resistance and low yields, lack of 
mechanization and the location of mills far from produc- 
ing centres have hampered any great progress up till now. 
As a result of prolonged research, however, variety Men- 
kemen 50 has been obtained, with excellent yields, a short 
growing season and good resistance to “flattening” and 
several kinds of rust. In 1952/53, 1.5 thousand hectares 
were sown with this seed and in a few years it is expected 
that sufficient quantities will be available to meet domestic 
requirements for bread grain. 


Colombia has very favourable conditions for cocoa cul- 
tivation and previously exported, but recently relied on 
imports at a growing rate (2.6 thousand tons in 1940, 8.1 
thousand in 1950 and 4.5 thousand during the first half 
of 1953.) Output, which was only 14 thousand tons in 
1940, has remained stationary during the last four years 
at about 15 thousand tons, or a little over 64 per cent of 
consumption. This situation may be explained by the fact 
that plantations have been abandoned and the absence of 
modern cultivation techniques, especially plant sanita- 
tion, fertilization and shade protection. In 1953, the Minis- 
try of Agriculture, in collaboration with the Caja de 
Crédito Agrario, initiated a seven-year campaign to de- 
velop the cocoa crop. 


The 1.5 million tons of potatoes and yucca harvested 
in 1952/53 exceeded the 1947/48 level by 25 per cent. 
Colombia has extensive areas suitable for potato produc- 
tion. If its cultivation were adequately accomplished, 
periodic imports could be eliminated. Research is being 
undertaken to obtain improved seeds. 


Coffee is undoubtedly the most important crop and the 
basis of Colombia’s export trade. The 1952/53 output— 


“4 In order to level off imported and domestic wheat prices, im- 
ports bear customs duties (12 Colombian cents per kg.), other 
current charges, and an additional tax of 25 Colombian cents per 
kg. for use on the production campaign. In February 1954, the 
last named tax was reduced to 15 cents, to lower the cost of living. 
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Table 132. Colombia: Coffee output and exports 


Nene eee eee ee ee ee ee ee ee SSS EET 
Output Exporis Index Current value Index 


ye Pits ee Eee eee of exports of exports of value 
ss er (thousands of tons) (eager 100) (millions of pesos) (1948 =100) 


Ree cee eis eee 9's 346.5 B83) 100 394, 100 
toa epi te e  ee 368.9 324.6 97 472 120 
195 0 eerste cee otros 337.8 268.9 80 600 152 
O51 cae aeete ssceetera i eeeeeeee 302.3 287.9 86 849 Pals) 
IMS EA es edt 5 nema otc c! Sic B 339.6 301.9 90 950 241 
1 O53 Ea Reena pee Et 384.08 399.02 > 119 1,2298 3128 
el Se ee nals se Ree ee ee ee eee 

: Output, Ministerio de Agricultura; 8 Provisional. 

ee: del Banco de la Repsbica and b Includes the sale of 36 thousand tons of 
Anuario de Comercio Exterior. accumulated stocks. 


estimated at 384 thousand tons—was the best ever re- which prevents many smallholders from purchasing equip 
corded, since it stood 15 per cent above the previous year’s ment for economic reasons. 


ee ae The Government, in its desire to encourage mechaniza~ | 


Coffee exports, which between 1950 and 1952 had de- tion, has exempted agricultural equipment from impo a 
clined appreciably in relation to 1948, recovered and ac- duties and has established special priorities for farmers 
quired special significance in 1953, when they amounted to obtain foreign exchange. The Caja de Crédito Agrario 
to 399 thousand tons or 97 thousand tons above the pre- has an agricultural machinery section which imports and~ 
vious year and 59.3 thousand tons above 1946, Colombia’s distributes equipment, also giving technical service 
former peak export year. (See table 132.) through its agencies. Credit granted for equipment pur-_ 
chases can be repaid over five years at reduced interest 


Livestock production in recent years has developed at a In addition, importers grant credit for terms up to three 


slower rate than the population growth, so that in 1952 


and 1953 the per capita availability was 3 and 4 per cent net; 
lower, respectively, than in 1948. In 1948, 766 tractors were imported and some 1.5 thou- — 

: : rats ; sand units were imported in both 1950 and 1951. Imports, 
_ Sheep breeding was of little significance and remained however, had declined to 957 units in 1952 and 420 in the 


stationary. Conversely, the slaughtering of pigs has in- . 
creased fain 624 net, headin 1948 to 760 thousand at ornate lgen ah 

in 1953. (ii) Construction of silos. The installation of 9 silos 
will be completed in 1954. They will be used for the stor- 
age and conservation of grains and potatoes and will have 
an aggregate capacity of 35.3 thousand tons, including 
cleaning, drying and disinfection equipment. These silos, 
costing over 9 million Colombian pesos, have been located 
in producing zones®* according to distribution possibili- 
ties and proximity to the consumer. It is planned to build 
another 3 silos®® with an aggregate storage capacity of 19 
thousand tons. Their completion will partially solve stor- 
age problems. They will be managed by the Corporacién 

(i) Mechanization. Agricultural mechanization during de Defensa de Productos Agricolas. 

recent years has been largely stimulated through imports 
not only of tractors, but also of sugar cane, maize, cotton 
and cereal equipment. 


Cattle is the basis of the livestock industry, since the 
country has substantial areas suitable for its development. 
Although production has maintained a constant growth 
rate, this was insufficient to meet the greater demand from 
the growth of the population. This factor, together with 
the demand caused by higher per capita income, has led 
to serious supply problems.®® 


(b) Development policy 
(iii) Minimum price policy. For development pur- 


poses, minimum prices have to date been established for 
rice, beans, maize, wheat and potatoes, to prevent seasonal 


The Ministry of Agriculture estimates that in the price variations which hinder the farmer. The Corpora- 
1950-52 period the country had about 8,200 tractors in cion de Defensa de Productos Agricolas, which is particu- 
service, which in Colombia would mean that it was pos- larly active at harvest time, is in charge of establishing 
sible to cultivate 656 thousand hectares. Since 2.5 million prices and purchasing commodities. The activities of this 
hectares are under cultivation,®* the present tractor park agency have been hampered by lack of storage facilties, 
should be sufficient for 25 per cent of the arable area a difhculty which is being solved. 


and would represent one tractor for every 305 cultivated 
hectares.®’ This level might be considered satisfactory in 
view of the topography of the country, which limits the use 
of machinery, as well as the broad subdivision of land 


(iv) Agricultural credit. In 1953, the Caja de Crédito 
Agrario, Industrial y Minero authorized medium-term 
loans for farmers to purchase machinery up to a maximum 
value of 40 thousand Colombian pesos; loans for a maxi- 


** Livestock problems and development are dealt with later in 
this chapter. 


** Including crops such as coffee, sugar cane, etc. which are semi- 


°8 The Fontebori silo, near Bogota, with 4 thousand tons capacity, 
was completed in 1953, Of the remainder, two are located in Tunga 
and Maguagué with 2.1 thousand tons capacity each and the other 


permanent. five—4.5 thousand tons each—are in F undacion, Monteria, El Es- 
*" For purposes of comparison it may be noted that in Ecuador pinal, Buga, Cartago and La Dorada. 

this ratio is 914 hectares per tractor; in Argentina, 1,200; in Chile, *°In Pasto, El Banco and Cartegena the first two with 4.5 

242; and in Cuba, 330 hectares. thousand tons capacity each and the last with 10 thousand tons. 
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Table 133. Colombia: Coffee—area planted and number of new 
and productive bushes, by departments, 1952 
ea 
ee 


Area 
(thousands 
of hectares) 


Department 


ILO reece ee ae atemtrie 135.5 
Dowie eck soe hose eee 1.4 
Caldasern AtO stan sabe bite 239.4 
Caucasian? Serer rns 53.2 
Cundinamareasest aan cee. 48.9 
ti lanvod te eran ee tee tee 26.9 
Magualetins re. t ee eee. 3.8 
INanin oa eenS yesh Pro 5.8 
Norte de Santander........... DON 
Santander. 42) 2799 | Gorter k 20.2 
Lolima Sees lace kee! 125.9 
Vial loca Seaeeet ota ciety Sac cat 147.5 

Toran 831.2 


Bushes in New 


Percentage of 


production bushes Total new bushes to 
(millions of bushes) eee © 

180.6 PET 208.3 15:3 
1.4 0.2 1.6 15.3 
265.2 Paspal 290.3 9.5 
63.3 MPA) 75.8 19.8 
77.6 4.9 82.5 6.4 
24.8 aD 30.3 Dose 
5.4 PAL 7.4 31.3 
7.0 1.8 8.9 25.9 
BETO 2.0 54.6 3.9 
42.1 by) AT.5 12 
180.7 16.0 196.7 8.9 
143.1 aout 176.8 23.5 
1,043.7 136.9 1,180.6 13.1 


Source: Federacién Nacional de Cafeteros, Colombia. 


1um of 900 pesos repayable in five years for the purchase 
f milch cows and up to 40 thousand pesos in five years 
9x improvement of soils and buildings (especially in the 
lanos Orientales) which had been affected by domestic 
evelopments during recent years. Furthermore, this in- 
‘itution maintained its interest in five-year credit for the 
evelopment of livestock breeding. The number of opera- 
ons, as also the aggregate sum and the average value of 
yans made to the agricultural sector, were higher than 
1 the previous year. 


c) Some problems of Colombia's agriculture 


(i) Possibility of expanding coffee output. The impor- 
ince of coffee to Colombia’s economy arises both from the 
act that it accounts for about 80 per cent of all exports 
nd from the economic activity it causes through cultiva- 
‘on, transport, processing and marketing. 


Favourable price conditions on the world market dur- 
ng recent years, provide favourable prospects for the 
hort term expansion of Colombia’s production. 


According to information from the Federacién Na- 
ional de Cafeteros, in 1952/53 there was a total area of 
31.2 thousand hectares planted with 1,180 million bushes. 
See table 133.) 

The number of new bushes represents only 13.1 per cent 
f those already in production. The attitude of planters 
as varied according to areas, new plantations being pro- 
ortionally greater in the departments of Magdalena and 
larifio which are of little significance as coffee producing 
ones. 


Assuming a regular rate of planting, the age of the new 
ushes would range from one to four years, which would 
mply an annual plantation rate of only 3.3 per cent, which 
, barely sufficient to replace old or diseased plants under 
regular programme for the conservation of coffee areas. 


The lack of interest in expanding the coffee area may be 
xplained by the belief—based. on the experience of the 
xirties—that the improvement in price levels since 1949 
“transitory, and by domestic developments which have 
ontributed to discouraging long-term investments. 


These factors lead to the conclusion that the increase 
in output levels in recent years must have been due to 
greater attention to old plantations, stimulated by rising 
prices, and also that a still greater increment is possible, 
in the near future, on the basis of the introduction, on a 
larger scale, of improved working methods. This last pos- 
sibility, however, is doubtful in view of the peculiar struc- 
ture of land ownership in Colombia’s coffee areas, where 
small lots of 5 hectares and less predominate. 


(ii) Cattle. Climatic conditions and the existence of 38 
to 40 million hectares suitable for pasture in Colombia, 
favour the development of a substantial livestock industry, 
which is already an important production sector. Accord- 
ing to the Ministry of Agriculture, in 1951 there were 15 
million head of cattle and figures for 1932 to 1945 indicate 
that during this period stocks increased from 7.6 millions 
to 12.6 million head, or an annual rate of increase of 4.8 
per cent. From 1945 to 1948, this rate rose to 6 per cent, 
but since 1949 a reduction of the cattle population oc- 
curred, amounting in 1951 to 500 thousand head in rela- 
tion to the preceding year.” 


Slaughterings have kept pace with population growth, 
fluctuating between 121 and 128 head per thousand in- 
habitants. In 1952 and 1953 a small reduction was appar- 
ent and the greater demand, due to higher incomes, could 
not be met. From 1948 to 1952 meat prices have risen 80 
per cent in 21 of the principal cities while in Bogota this 
increase was 95 per cent. These percentages are far higher 
than those registered by other foodstuffs. 


Among the factors which contribute to checking produc- 
tion, attention may be called to the lack of communica- 
tions with certain areas which would permit an expansion 
of the cattle zone, the shortage of transport equipment, the 
use of inefficient working methods, and credit limitations. 
The regions of Caquetaé, La Dorada and La Gloria present 
excellent conditions for cattle development but are insuf- 
ficiently utilized. The low-lying region between the César 
river and the northern zone between the Enea and Cuara- 


70 There is no information available for subsequent years. Some 
circles in Colombia estimate that the Ministry of Agriculture figures 


are too high, 
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cho rivers, however, which are also well favoured, are be- 
ginning to enter production. 


Parasites and bacterial diseases cause substantial dam- 
age. Not less than 75 per cent of all cattle are found in the 
temperate and tropical zones and they are attacked by in- 
ternal and external parasites which reduce their meat, 
milk or haulage yields. Of every 100 calves which die, it 
is estimated that 80 are killed by internal parasites and 20 
by infectious or contagious diseases. The outbreak of foot- 
and-mouth disease in 1950 affected not less than 8 million 
animals, but was kept under control by an intensive pre- 
ventive campaign. In spite of these conditions, animal 
health services are at present limited. 


The management of fodder resources also present seri- 
ous deficiencies, causing low productivity and inadequate 
utilization. Scanty cultivation of forage grasses and lack 
of storage facilities for months of shortage are also evi- 
dent. 


Herd management shows considerable defects, which 
it would be easy to correct. These shortcomings ars respon- 
sible for low reproduction indices and poor milk and 
meat yields." Furthermore, the transport of cattle on the 
hoof, and with many delays, causes a substantial loss of 
weight. The government has already sought to solve the 
transport problem, and the road reconstruction pro- 
gramme initiated in 1951 with funds from the Interna- 
tional Bank for Reconstruction and Development, will as- 
sist in overcoming these difficulties. A recent report rec- 
ommends giving this aspect priority in order to attain 
livestock development.” 


Greater medium and long-term credit is also necessary 
in order to increase private working capital, prevent the 
premature sale of livestock, and to facilitate the purchase 
of breeding stock, the clearing of land, the improvement 
of pastures, etc. 


At present, credit is given to the livestock industry by 
commercial banks, the Caja de Crédito Agrario e Indus- 
trial and the Fondo Ganadero de la Asociacién Colom- 
biana de Ganaderos. The banks mainly provide short-term 
loans (90 to 120 days) which, through renewals, are use- 
ful for farmers who fatten the stock, but not for cattle 
raisers who breed the anmials. Since 1952 the Caja de 
Crédito Agrario has been granting medium and long-term 
loans (up to five years) for investment in breeding cattle, 
without any repayment of the capital before eighteen 
months, This efficient help, however, which is limited to 
farmers with capital below 500 thousand Colombian 
pesos, excludes many landlords with an important part 
of all cattle stocks, thus retarding development. The Fondo 
Ganadero provides cattle for farmers, sharing the profits, 
but its operations are small and have not exceeded a de- 
livery of 45 to 55 thousand head a year. 


5. Cuba 


The present position of Cuban agriculture can best be 
understood through the examination of a series of histori- 
cal factors. The sugar industry grew so rapidly at the be- 
ginning of the century that the manpower demand of this 
sector was sufficient to maintain full employment of the 


™ The birth rate averages barely 70 per cent. 


™ See Cortés G. Randell: La industria ganadera en Colombia 
September, 1953. ; 
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labour force. There was a steady trend, due to productivity | 
and wage differences, for manpower to shift from other 

crops to sugar. For this reason, wages paid for domestic 
market crops were similar to those in sugar cane planta 
tions, although revenues were much higher for the latter 
Since the wage level—the principal factor in Cuban agri- | 
cultural costs—was determined by a highly productive ac 
tivity and received inadequate protection from tariffs, out. 
put for domestic consumption began to compete at a dis- 
advantage with imported foodstuffs. 


This, in synthesis, is the result of excessive specializa- 
tion and high costs against which Cuba’s agriculture is now 
fighting to achieve less dependence upon the external sec: 
tor for domestic supply, the market having one of the | 
highest consumption levels in Latin America. The strug: 
gle has continued for a number of years, and was par. 
ticularly favourable each time sugar experienced low 
prices or restrictions on the world market. Conversely, | 
ground was lost during sugar booms. Cuba is at present 
in an exceptionally favourable position to achieve more 
permanent agricultural diversification, not only throug | 
the restrictions on sugar production due to the world mar- 
ket situation, but also because there are better instruments 
for agricultural development. Furthermore, efforts are 
being made to achieve a substantial productive increase 
in domestic consumption crops, to place them on a sound 
competitive basis with sugar and imported products. 


(a) Agricultural output 


Since limited agricultural statistics prevent an analysis 
of over-all development, only some crops and agricultural 
problems for which there are reliable data will be ex 
amined here. 


(i) Sugar cane. The importance of Cuba’s sugar cane 
harvest has been increasing during the recent stages of 
agricultural development, which reached a peak in 1952 
with an exceptional crop. First, the revenue derived from 
sugar, which in 1945 accounted for 45 per cent of all agri- 
cultural income,** rose to 65 per cent in 1951 and to 67 
per cent in 1952. Secondly, manpower for cane cultivation 
accounted for more than 60 per cent of the total labour 
force used in agriculture during the last 25 years, a pro- 
portion which rose to almost 64 per cent in 1951/52. 
Finally, the sugar area, which in 1945 amounted to 55.9 
per cent of the total cultivated area, increased to 56.3 per 
cent in 1951."* In 1952, it was perhaps even greater, 
through the extensive sowings made that year, in the early 
months because of price increases caused by the Korean 
war and later by the producers’ desire to achieve a favour- 
able position with which to obtain greater official milling 
quotas during the restrictive period. 


The sugar situation began to deteriorate as conditions 
worsened on the world market. Although more than 50 per 
cent of the cultivated area is still under sugar, substantial 
cane tonnages are not harvested but are used as fodder 
or destroyed to leave room for other crops mainly for 
domestic consumption, such as rice, maize and beans. It 
is interesting to note that the more substantial crops have 
not always coincided with the best export years, and that 
the large recent harvests have caused an accumulation of 
stocks. In 1953, the government set aside 1.8 million tons 

73 A : . ° io fe 
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" Anuario Azucarero de Cuba, 1952. 
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yo Output Exports 
19487 ute 5,970.8 5,162. 
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Table 134. Cuba: Raw sugar output, exports, surpluses, 
reserves and prices 


Surpluses Buffer stocks Price 


(pesos per ton) 


Solel: cee 92.13 
302.5 a 95.65 
292.2 = 102.05 
287.8 — 111.96 
353.6 1,778.0 91.03 
376.2 1,422.4 = 

= == 71.63 


gre ee eee ene ee er ee 


Sources: Cuban sua yearbooks; Foreign trade yearbooks; Banco Agricola e Industrial de Cuba; 


and Instituto Cubano 
® Preliminary estimates. 


the surplus as buffer stocks. (See table 134.) In 1954, 
ith an Output provisionally estimated at 4.8 million tons, 
uba will lose ground as a world supplier. In effect, dur- 
g the last ten years an average of 17.2 per cent of world 
itput was supplied, reaching a maximum 21.5 per cent 
1947 and a minimum of 13.6 per cent in 1953. In 1954, 
ith a world harvest estimated at 39.9 million tons, Cuba 
ill provide only 12.1 per cent if output remains within 
e anticipated limits. 


This situation is due not only to a decline in Cuban 
roductivity, but also to an increase of about 3 million 
ns above 1953 for other competing areas. 


The International Sugar Conference assigned Cuba an 
‘port quota—excluding the United States market—2.25 
illion tons, which was later found to be too high and 
as reduced to 2 millions. The International Convention, 
illing restrictions in Cuba and the sale of one million 
ns, outside the quota, to the United Kingdom strength- 
ied prices in mid-1953. 


The sale to the United Kingdom was at an average price 
2.8 U.S. cents per pound weight, that is, much below 
e international price which at the time was about 4.3 
mts per pound, under the explicit agreement that the 
illion pounds of sugar would be used to end rationing 
the United Kingdom. It was thought that this measure 
ight stimulate future sales to this country. 


(ii) Tobacco. Among traditional Cuban agricultural 
mmodities, tobacco is the oldest, and although its rela- 
ye position has substantially declined, it still ranks third 
value for output, preceded only by sugar and livestock 
‘oducts and second as an export. 


Tobacco is generally considered an export crop, but in 
ct has its best market in Cuba. About 45 per cent of leaf 
bacco is exported, plus 10 per cent of cigars, 0.2 per cent 
‘cigarettes and about 9 per cent of pipe tobacco. 


Tobacco production has increased substantially in re- 
nt years due to the minimum guarantee price established 
, the Government. The average for 1948-52 was almost 
).5 million pounds, and although in none of these years 
d it exceed the production peak of 95.5 million pounds 
rvested in 1926, very big crops have been obtained such 
92.3 million pounds in 1950. 


The increase of output at a time when there were difh- 
Ities in placing tobacco abroad, especially for the pro- 


e Establizacidn del Aziicar. 


cessed commodities of the tobacco industry, have caused 
an accumulation of surpluses, so that in 1951/52 the Gov- 
ernment, through the Comisién del Tabaco, purchased 
and burnt more than 7.8 million pounds of inferior qual- 
ity leaf tobacco. 


Tobacco is a highly specialized crop. The sowing, care, 
harvest and preparation for the market require sound 
practical knowledge and a series of operations far more 
complex than those required for vine cultivation and prep- 
aration of must in wine producing countries. Furthermore, 
tobacco yields a high income per unit of soil; in 1945 the 
figure was 2.7, 4.0 and 7.4 times greater than that for rice, 
sugar cane, and maize respectively.*° The manpower re- 
quired for tobacco, however, substantially exceeds that for 
other crops, so that the net income is in fact below that 
obtained for many other Cuban agricultural commodities 
and very similar to that obtained for maize. For this rea- 
son, farm workers in Cuba’s main tobacco areas sometimes 
find themselves in a difficult position because, to solve the 
problem of the low crop profitability, the work is car- 
ried out by sharecroppers and on very small plots of 
land, so that a low wage is indirectly established. 


Early in 1954, it was estimated that the year’s crop 
would be one of the most substantial in recent years and 
at the same time of high quality. Thus, the problems 
created by the downward world price trend may be partly 
obviated. 


(iii) Effects of specialization. Cuba’s specialization for 
many years, in sugar production, together with the main- 
tenance of low tariffs—particularly up to 1928—for agri- 
cultural commodities produced in countries with more 
efficient cultivation, especially the United States, have 
obliged Cuba to depend to a great extent upon imports 
for foodstuffs which could be produced locally. Cuban 
food imports, which have steadily grown in recent years, 
began to decline in 1952 with the contraction in demand 
for sugar and the prospect of reduced crops. 


The increase of domestic rice production has influenced 
the downward movement of food imports. After meeting 
only 7 per cent of consumption before 1948, output rose 
to 17 per cent in 1951 and to 31 per cent in 1952. 


There is clear evidence of Cuba’s dependence upon food 


imports, which must be purchased with foreign exchange, 


78 Censo Agricola de Cuba 1945; the only year for which ac- 
curate data are available. 
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and the varied diet of the population which may be con- 
sidered as one of the best fed in Latin America both as to 
quantity and nutritive quality. In terms of value, Cuba 
in 1951 produced 61 per cent of the food it consumed, and 
imported the remaining 39 per cent. 


(iv) Rice. The rise in rice production is one of the out- 
standing developments in recent agricultural progress. 
Cuba is perhaps one of the largest rice consumers in the 
world, with an average of 122 pounds clean rice per capita 
in 1951. Formerly, 93 per cent of the requirements were 
imported, while, with old-fashioned methods and without 
irrigation, about 30 thousand tons of polished rice a year 
were produced. In 1948, yields were about 11.3 quintals 


per hectare, which were low in comparison with the United . 


States and Burma, for example, which during the same 
year obtained 23.5 and 13.6 quintals per hectare, respec- 
tively. Since 1948, planters began to introduce cultivation 
changes through the use of irrigation (generally by pump- 
ing), machinery and improved. seeds. In 1951 this initia- 
tive was followed by the Banco Nacional de Fomento 
Agricola e Industrial, which financed the rice output of big 
mechanized farms. In 1951/52, it was possible to supply 
31 per cent of domestic consumption with an output of 
130 thousand tons of polished rice. To appreciate the re- 
sults of integrating the crop (soil preparation, sowing and 
harvest) and of irrigation in rice cultivation, it may be 
noted that for the 1952/53 crop, estimated at 135 thousand 
tons, planters obtained an average yield of 20 quintals per 
hectare, which places them in a competitive position with 
any other world rice producer. — 


It is possible that Cuba may never attain entire rice 
self-sufficiency, owing to agreements made with the United 
States for the supply of this cereal; progress achieved to 
date, however, indicates that in the near future Cuba may 
produce enough to meet from 50 to 60 per cent of its needs. 
The first important. zone was developed in Manzanillo, 
Oriente province, but at present two new areas are in full 
production, one in Pinar del Rio and the other in Cama- 
guey. 

(v) Maize. The cultivation of this cereal, which is gen- 
eral all over the island, is mainly carried on in the prov- 
ince of Oriente, between Bayamo and Palma Sariano, on 
smallholdings and with primitive methods. Yields are 
about 1] quintals per hectare—that is, higher than in El 
Salvador, Guatemala and Mexico, where maize is a staple 
food, but lower then in Argentina, Brazil and Peru—and 
not even half as high as in the United States. This factor 
and the excessive use of manpower, due to the systems 
followed in Cuba, results in low profits for farmers. 


Output, which averaged 223 thousand tons in 1934-38,7¢ 
fell to 215 thousand tons in 1944/45 owing to unfavour- 
able climatic conditions, but rose to 376 thousand tons in 
1947/48. Since then it has decreased substantially, owing 
to low prices and speculation by some dealers who 
hoarded the Oriente harvest. Since 1953, however. the 
Banco Nacional de Fomento Agricola e Industrial has 
established a credit programme, crop mortgages, mini- 
mum prices, and agricultural. mechanization. and has 
created an association for rural credit in the centre of the 
maize producing area. Results are already apparent and it 
is estimated that both the 1952/53 and 1953/54 crops will 
exceed the average for the last five years. © 


"© According to the Food and Agriculture Organization of the 
United Nations. 
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The Bank has an excellent customer in the Cuban Army 
for the maize which it mortgages and in the event of su 
pluses accumulating, it would also be possible to expot 
small amounts to Spain. 


(vi) Potatoes. Before 1928, Cuba imported about 5 
thousand tons of potatoes, which accounted for some 9 
per cent of all consumption. During the world depressi 01 
of the thirties, potatoes began to be grown with importe 
seeds in Cuba, and while imports for direct consumptio 
fell to an average of 20 thousand tons between 1931 ane 
1944, seed imports rose to an average of more than If 
thousand tons a year. Some of the latter imports may have 
been used for direct consumption, but in any case, produe 
tion rose substantially during the depression and the pre 
war period. This trend was maintained after the war, stim 
ulated by the construction of six refrigerated warehouses 
near the most important farming areas, and more recently 
by guaranteed prices and purchases by the Banco de 
Crédito Agricola at its stores in Pinar del Rio province, 


The use of equipment is fairly widespread, and fertili: 
zers, insecticides and fungicides are used on an appreciable 
scale. Cultivation is mainly effected with irrigation and 
all imported seed is certified. Under these conditions 
yields are higher than in most Latin-American countries 
In 1947/48, for example, Cuban output was 72 quintal 
per hectare as compared with Argentina (59.0), Brazil 


(50.0), Chile (101.0) and Mexico (46.0).7” 


It should be noted that the imported elements used in 
cultivation determine production costs. In fact, fertilizers, 
fungicides, insecticides and seeds account for 61.9 pe 
cent of all costs. Furthermore, fertilizers alone account 
for a much larger share of costs, 26.0 per cent, than prep- 
aration of the soil, sowing, cultivation and irrigation, 
which together reach only 24.4 per cent.’§ 


Prospects for the 1953/54 crop are very good and pre+ 
liminary estimates indicate that it will surpass 100 thou 
sand tons, which would constitute a peak level. 


(vii) Coffee. Having been an important coffee exporte 
at the beginning of the last century,’ Cuba has been a net 
importer since 1891, and at present is barely able to meet 
domestic coffee requirements. The causes for this down: 
ward movement were many, but may be summarized as” 
follows: Cuba was always a high-cost producer because it 
lacks both sufficient coffee areas and the required climate; 
manpower is scarce and is in demand by other crops with. 
greater yields and profits such as sugar cane; and finally 
the two wars with Spain were fought in the coffee growing” 
areas, with substantial damage to plantations. 


The difference in production costs between Cuba andl 
other Latin-American countries is principally based on the’ 
low yields of Cuba’s plantations and high wages. This’ 
Nes factor tends to become more acute during each sugar 

oom. t 


Coffee yields are 14 per cent below those in Brazil and 
36 per cent lower than in Guatemala, countries which are 
not characterized by high yields per hectare. Conversely, 
wages paid in Cuba are more than double those in Brazil, 
El Salvador and Guatemala.®° 


“FAO, Food and Agriculture Statistical Yearbook, 1950. 7 
** Survey of the Banco de Crédito Agricola, in 1951. 7 
™* 23.5 thousand tons in the five-year period 1830-34. 
*° Junta Interamericana del Café, Estudio de la Si te a 
diet Wet Gove Tabs studio de la Situacién Mun | 
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The substantial wage difference is particularly impor- 
“4 because high manpower utilization, which is charac- 

stic of coffee, makes it the most expensive item in 
roduction costs. Furthermore, the possibility of increas- 


8 the efficiency of workers in this crop seems to be 
mited for the present. 


It is estimated, however, that Cuba could regularly sup- 
ly domestic consumption if the plantation yields were 
a by the replacement of old bushes and improvement 
cultivation methods, including the creation of nurseries, 
lade protection for shrubs, pruning and cleaning of the 


ishes, use of fertilizers and soil protection against ero- 
on. 


Among the most important measures adopted to achieve 
domestic coffee supply are those related to prices. Since 
136, the Instituto Cubano de Estabilizacion del Café:has 
tablished minimum prices, which have not always fay- 
ired the producer since complex credit and market rela- 
ons prevent supervision of the exact price paid by pur- 
lasers in production areas. It is evident, however, that in 
ynsumer areas, or in the case of large-scale producers, 
e real price sometimes rose above the official limit.® 
he prices established by the Institute from 1936 to 1949 
ere very much higher than world coffee prices, but they 
velled off in 1950. Since that year they lagged behind, 
that at present they amount to 67 per cent of the New 
ork market quotation for similar qualities. The Banco 
ericola also obliges purchasers to pay farmers the real 
‘ice fixed by the Institute, through a new buying pro- 
amme with headquarters in Contramaestre (Palma 
yriano area). 


The 1952/53 crop of 30 thousand tons was barely suf_i- 
ent to supply the domestic market. The 1953/54 crop, 
hich was damaged by drought in the Palma Soriano area, 
here about a third of all output is produced, is estimated 
slightly lower. 


}) Development policy 


The Government for some years has been encouraging 
ricultural diversification. When a sugar boom occurs on 
e world market, there is an expansion of this crop; while 
is simultaneously deprives other agricultural sectors of 
bour, it also causes a rise in national income and an 
creasing demand for foodstuffs and fibres. Cuba’s agri- 
Itural production thus becomes inadequate and imports 
e for a series of commodities which might well be grown 
mestically. 


The present period of contraction in sugar-cane cultiva- 
m; favourable to the development of domestic consump- 
m commodities to an extent which has not occurred for 
ny years, is providing better means to achieve the pro- 
sed diversification. 


(i) Mechanization. To solve the manpower problem, 
iba has invested considerable sums in agricultural ma- 
inery during recent years, to such an extent that it at 
esent has one of the highest figures for tractors in rela- 
n to cultivated area in the region (128 hectares per 


ctor). 


As remarkable as the growth of mechanization has been 
» pronounced change in the type and power of the trac- 


1See Informe de la Economia del Café by the Comision Espe- 
| de Técnicos del Banco Agricola e Industrial de Cuba. 
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tors. In 1946, more than 75 per cent were caterpillar trac- 
tors; in 1950 the ratio had been reversed and 76 per cent 
were wheel tractors, a percentage which rose to 78 during 
1953. Over the same period, the average power of the en- 
gines fell from 30.2 to 26 H.P. These developments seem 
to indicate that the use of tractors is becoming more gen- 
eral on small and medium farms, which grow food for 
domestic consumption. igi ae Os 


Although it is not possible to distitiguish from these 
statistics the number of tractors used for sugar, the up- 
ward trend in the use of mechanized equipment is evident. 
Since this raises labour eficiency, it allows food produc- 
tion costs to be reduced and places government develop- 
ment plans on a favourable footing. 


The Government has likewise promoted investments in 
machinery for farmers who have: not sufficient funds or 
whose holdings are too small for full-time use of a tractor. 
In March 1953, an agricultural mechanization programme 
was initiated with the distribution of 900 mechanized 
units among the 126 technical municipal offices for agri- 
culture. Work is effected at cost price and under the ad- 
ministrative management of the Comisiones Municipales 
de Mecanizacién and the technical supervision of the 
Ministry of Agriculture. ‘G 


(ii) Technical improvements. The use of better ma- 
chinery to prepare and farm the land means that effective 
possibilities exist for increasing yields, whilst reducing 
costs. But, in addition, the Ministry of Agriculture, at the 
experimental stations, has obtained improved kenaf, to- 
bacco and rice seeds. The first two are sold to farmers in 
sufficient quantities for large-scale cultivation and if kenaf 
fibre outputs have not yet been developed this is due to 
industrial difficulties for the extraction of the fibre, which 
have not yet been overcome. 


Further, the Ministry has attempted to broaden the use 
of fertilizers through advice given by municipal agrono- 
mists who belong to a training service. Fertilizer consump- 
tion has begun to grow substantially, especially since 1950. 
In 1948 and 1949, fertilizer imports were not above 4.8 
thousand tons, but in contrast amounted to 12.8 thousand 
tons in 1950 and to 21.1 thousand in 1951. During the 
first eight months of 1952, such imports rose to 20.8 
thousand tons. 


(iii) Agricultural credit. Among the most efficient in: 
struments for Cuba to achieve agricultural diversification 
is the Banco de Fomento Agricola e Industrial de Cuba 
(BANFAIC). This organization, established at the end of 
1950, aims at financing agricultural expansion for the 
domestic market. The Bank has granted loans mainly for 
the purchase of equipment, fertilizers and other produc- 
tion elements, but also covers working expenses mainly of 
rice, maize, beans, coffee and tobacco. 


6. Mexico 


Mexican agriculture, supported by an efficient Govern- 
ment development policy, has reacted very favourably 
during the last three years to the impetus from other 
sectors of the economy and to favourable world prices, 
in particular for export commodities: cotton, oil-seeds, 
coffee and tomatoes. In fact, Mexico’s output series show 
that between 1945 and 1953 agriculture has grown at a 
rate of 5.5 per cent, while over-all output increased 5.2 
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Table 135. Mexico: Quantum of agricultural output 
(Millions of pesos)* 


1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 
oe ee Ce ee 
Total agricultural output.......++++++++++++ 3,724.4 3,936.0 4,370.1 4,572.6 4,468.8 4,628.2 

Gerealascete retest sce eraie tele ciehieversrersVereuo 1,543.6 L3toed 1,511.8 1,601.6 1,523.3 1,617.3 
Maizene cence cine sae ete slerere ero Nate 1,253.4 1,064.1 1,160.7 1,252.2 122272 1,222.2 
LW heat seein elietesicie citer sae ae 219.1 231.0 269.6 270.8 235.2 312.1 
Ricesereimanytaiiesecke Cia aerogenes scot (lel 80.6 81.5 78.5 66.0 83.0 

pl uberstiemre neice cr ascii sites pacts 43.8 44.7 46.2 47.3 47.7 48.0 

Dry puleesiar cae cy nies + +0 aye aniaaioin =e = 369.7 343.7 345.1 338.7 341.9 404.0 

Oil-seeds and fruits?.................--- 273.6 346.7 445.8 480.0 485.7 490.7 

SUPE? GANG go 5cbondonuesaopecooppoucs 254.7 278.0 251.0 262.0 286.0 308.0 

LE eed aodtce secu Coaninneccedss 216.4 215.4 239.5 211.8 223.8 211.8 

WERT. conanconpocd0ddesuovocnuds 187.2 218.9 231.9 234.2 228.6 236.3 

Stimulantstenerretsstens alertie cunt aie ole tere 174.7 184.4 200.5 206.8 213.5 198.3 

Industrial (oils! eye svetecintciiseie israel 41.5 43.1 45.4 41.2 50.4 47.0 

Bibres geile ctecniceciccnisiege seveiaverel ole levers 523.0 787.4 953.5 1,036.6 963.9 959.8 
Cotton arte scmeaets cutee iets anieiaee 387.5 672.5 841.9 931.3 856.6 836.2 
Henequens(sisal)) ory. -()tesietreeisitels ete 135.5 114.8 ES 105.3 107.3 123.6 

Hodder rexetoloreiscosolaorsisre wlsious.osiee sist! ovate 96.1 97.9 98.5 102.5 103.9 107.0 


Source: Economic Commission for Latin America, based 
on data from the Departamento de Estudios Econdémicos 
of the Banco de México for maize, beans and tomatoes; 
and from the Direccién de Economia Rural, Secretaria de 
Agricultura for all other commodities, 


® At 1948 prices. 
» Potatoes. 


per cent, industry 5.3, other activities 5.2, and mining 
only 3.0 per cent. 


(a) Agricultural output 


In 1952/53, Mexican production rose 3.6 per cent above 
the previous year, was 24.3 per cent higher than the 
1947/48 level and almost double the 1938/39 output. 
Wheat, rice, beans, chickpeas, henequen, cocoa and sugar 


cane were the principal contributors to this increase. (See 
table 135.) 


Wheat output registered the greatest increase during 
1952/53, being 32.8 per cent above the previous year, 
and a record 679.8 thousand tons were harvested. The 
1951/52 wheat year was abnormal and it is thus prefer- 
able to compare production with 1950/51, in relation to 
which there was an increase of 15.3 per cent. (In compari- 
son with 1947/48 this increase was 42.5 per cent.) 


Rice production rose to a peak level of 190 thousand 
tons, which is 25.7 per cent above 1951/52. 


The production of beans, fully supported by credit 
from official banks as well as by the establishment of 
guaranteed prices, stood at 523 thousand tons or 18 per 
cent higher than the 1951/52 crop. 


Among dried pulses, the chickpea crop increased by 
20 per cent with respect to 1951/52, but was 10 per cent 
below the 1947/48 level. 


Henequen, which had shown a downward movement 
since 1949 owing to the price drop on the world market, 
did not recover to any great extent through the rise 
caused by the Korean war. To solve the difficult situation 
in Yucatan, through the decrease of its principal source 
of income, and with the possibility of the henequen in- 
dustry coming to a complete standstill, the government 
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¢ Beans and chickpeas. 

4 Cocoa, cotton-seed, sesame, copra, coquito nuts and 
peanuts. 

° Oranges, lemons, bananas and pineapples. 

£ Tomatoes. 

£ Coffee arfd tobacco. 

h Linseed. 

i Green alfalfa. 


intervened by purchasing raw materials, guaranteeing fair 
prices and providing credit facilities to develop henequen. 
In 1952/53, output rose to 112 thousand tons, exceeding 
1951/52 by 15 per cent. This production was, however, — 
8 per cent below 1947/48. : 


Another commodity which increased at a much faster 
rate than the population was sugar cane. The 1952/53 
crop was 7.6 per cent greater than the previous year and 
20.8 per cent above 1947/48, reaching 11.6 million tons. 
Credits granted by the Nacional Financiera contributed to 
the rapid development. 


Cocoa production in 1952/53 exceeded the 1951/52. 
level by almost 10 per cent. 


All the remaining commodities—including maize—main- 
tained more or less the same level as in 1951/52, with the 
exception of cotton output, which fell about 2.4 per cent 
due both to drought and to foreign trade difficulties, and 
coffee production, which dropped 9.8 per cent through 
unfavourable weather conditions. 


(b) Factors which affect production 


Among the elements which have stimulated output 
changes, a distinction must be made between short-term 
factors, the influence of which was particularly marked 
in the slight production rise of 1952/53, and those which 
have for many years been influencing the structure of 
Mexico’s agriculture and thus have had a cumulative effect 
upon 1952/53 output. Among the former, weather con-. 
ditions and the government emergency programme for 
credit and prices should be analysed. Among the latter, 
the increase of irrigation and agricultural machinery in- 
vestments, the increase in fertilizer production and use 
and the government seed improvement programme, should 
be considered. 
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(i) Weather conditions. The lack of rain during the 
revious farm year seriously affected the first half of the 
952/53 period. This prolonged drought, which mainly 
fected the northern and north-eastern States and the 
niral plateaux, was so intense that early in September 
952 water stored in the principal reservoirs of the main 
tigation areas filled only 17.3 per cent of the total 
apacity. This restricted the use of land appreciably, 
specially for irrigation crops. 


The continuation of the drought during the first six 
nonths of 1953 also affected annual sowings, especially 
vaize. In August, however, rainfall became normal in 
Imost all farming areas. In some zones there was even 
90 intense a rainfall, followed by early frosts which 
amaged late unirrigated maize crops and offset farmers’ 
fforts and the emergency government programme. Abun- 
ant rainfall, conversely facilitated an improvement in 
rrigation and it was possible in 1953 to effect a con- 
iderable increase, by comparison with 1951/52, in irri- 
ated and winter rain crops. The bad beginning of the 
arm year, however, prevented any increase in the maize 
utput or the achievement of the targets established for 
ther staple commodities under the official expansion pro- 
ramme. The late and irregular rainy season also affected 
offee areas, so that the 1952/53 harvest was some 9.8 
er cent below the previous crop. 


The drought, moreover, encouraged the outbreak of 
lant disease. In the lake region the red spider expansion 
n cotton plantations was the main problem. During the 
rear there were new cases of foot-and-mouth disease in 
Jeracruz State. 


(ii) Emergency plan. The government emergency plan 
or agriculture has the immeidate objective of eliminating 
he deficit of one million tons of maize, 280 thousand of 
vheat and 280 thousand of beans recorded in 1952, ac- 
ording to the theoretical consumption estimates of official 
gencies. From January 1953, the government allocated 
ubstantial sums to assist farmers in raising output of 
hese crops and of sugar, sugar residues, and edible fats. 
Juring the year, the capital of official banks was increased 
yy 150 million pesos, while the credit granted by the 
Janco de México and the Nacional Financiera enabled 
uch banks to extend their operations by more than 400 
nillion pesos in relation to 1952. 


During 1953, official banks allocated an aggregate 718 
nillion pesos to finance production of subsistence com- 
nodities. Of this sum, 684 million were spent on agri- 
wltural loans and the remainder directed mainly towards 
mall irrigation works and the purchase of 44 thousand 
ons of fertilizer from the national factory, Guanos y 
“ertilizantes de México. 


Of all crop loans, 233 million pesos were devoted to 
naize and beans and with this amount, 1.1 million hectares 
vere cultivated with these two crops. In 1951/52, only 
71 million pesos were allocated to these two products and 
105 thousand hectares sown. Of the additional 672 thou- 
and hectares financed in 1952/53 by official banks, 123 
housand were new lands farmed for the first time. 


As regards prices, the government attempted to encour- 
1ee farmers to increase cultivation of food commodities 
ind in the cities, to arrest the upward price movement of 
subsistence commodities, which had been very rapid in 
‘ormer years. For this purpose, and through the Compania 


Exportadora e Importadora de México, S.A. (CEIMSA), 
the government established guaranteed prices for maize, 
beans, sugar cane, wheat and edible fats in order to ensure 
a fair margin of profit, to prevent speculation at harvest 
time, and to protect farmers against any contraction of 
demand. Efforts have been made to establish ceiling prices 
at a level which does not prejudice the consumer nor con- 
vert the government into the only purchaser, thus hamper- 


ing adequate foodstuff distribution and supply to the con- 
sumer. 


Guaranteed prices vary, according to farm areas and 
production costs, between 450-600 pesos per ton for 
maize and about 1.2 thousand pesos per ton of beans. 
Fixed maize prices were low for some farmers in new 
areas, but have been extremely profitable for regular pro- 
ducers, especially farmers of common lands and small- 
holders, who use official bank credit. 


To prevent a rise in basic food prices, the CEIMSA has 
also intervened in the market. It imported the required 
tonnages of maize, beans and wheat to supply normal con- 
sumer requirements, granted a 250 million peso subsidy 
to these three commodities during 1953 and effectively 
combated hoarding and speculation. 


Despite the significance of the entire emergency pro- 
gramme, adverse weather prevented the achievement of a 
maize output increment and during the first half of 1954, 
it may be necessary to import 500 thousand tons. Con- 
versely, large increases were obtained for beans, wheat 
and sugar. 


(iii) Irrigation. Several historic and economic factors 
have determined Mexico’s unusual population distribu- 
tion, which is mainly concentrated on the plateau, where 
farm lands and rainfall are scarcest. Rapid population 
increase aggravates this problem and has made it neces- 
sary to invest large sums in irrigation works, Lately, in 
view of the slow growth of irrigated zones in comparison 
with population requirements, it was even planned to trans- 
fer groups of surplus farm workers to the coastal regions 
since these are easier to farm owing to abundant rainfall. 


Until the end of 1953, irrigation investments made by 
the government had improved a total of 1.7 million hec- 
tares. In that year, the Secretaria de Recursos Hidraulicos 
invested 340 million pesos in irrigation works, and 169 
thousand hectares were incorporated into Mexico’s irri- 
gated land, of which 100 thousand hectares were new lands 
and 69 thousand represented areas improved by irrigation. 


The Falcén Dam on the Bravo river has recently been 
inaugurated. It was built in co-operation with the United 
States Government and will benefit farmers on both sides 
of the border. As a result, Mexico can place 80 thousand 
additional hectares under cultivation at once, and they 
will be used almost entirely for the 1953/54 cotton crop. 


The government has also accelerated the construction 
of irrigation works in the valleys of the Mayo, Papaloapan, 
El Fuerte and Tepalcatepec rivers and has begun studies 
to start work in the Grijalva river valley. The first four 
projects will irrigate almost 600 thousand hectares. The 
work is well advanced and 30 thousand hectares were 
placed at the disposal of farmers in the Papaloapan valley, 
irrigated by diversion canals, during 1953. 


In the Grijalva valley, the largest system in Mexico, 
the government invested 1.5 million pesos early in 1953. 
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Eight hundred and twenty thousand hectares of very fertile 
land in the State of Tabasco have thus been permanently 
freed from flooding, although only 240 thousand are at 
present available for cultivation. 


Work is currently being carried out on other big irri- 
gation programmes. There are six projects to water new 
lands or to improve irrigation on an aggregate 582 thou- 
sand hectares. Moreover, in 25 regions, 340 small irriga- 
tion systems are being built to water a further total of 
19.5 thousand hectares. 


(iv) Mechanization. Another significant factor in 
Mexico’s recent agricultural progress has been the increase 
of farm equipment investments. Indeed, while in 1938-42 
agricultural machinery exports to Mexico remained at an 
annual average of 2.5 million dollars at current prices, 
during 1943-47 they rose to 9.8 millions, and in 1948-52 
to 24.5 millions.®? 


Tractors comprise the largest part of farm machinery 
imports. Thus, of the aggregate import value between 
1938 and 1952, tractors and their spare parts account for 
65.8 per cent, while tilling and sowing machinery repre- 
sented 16.4 per cent, harvesting equipment 3.8 per cent, 
and all others, tools, implements and spares, 14.0 per cent. 


Between 1938 and 1953, agriculture in Mexico has 
undergone a transformation which is reflected in tractor 
arrivals. The horse-power imported as caterpillar tractors 
fell from 41 per cent of the total in 1938-42 to 24.5 per 
cent during 1943-48 and to 18.4 per cent in 1949-52. But 
the horse-power of wheeled tractor imports rose from 59 
per cent in the first period to 75.5 per cent in the second 
and to 81.6 per cent in 1949-52. Moreover, the average 
power of wheeled tractors has fallen from 32 to 30 H.P. 
These data coincide with the need for using smaller trac- 
tors and with the government policy for increasing small- 
holdings. 


Imports of other types of farm machinery have also 
risen during recent years, particularly of equipment for 
spraying insecticides, mechanical traction ploughs and 
mechanized harrows. 


(v) Fertilizers. Annual fertilizer consumption stands at 
some 150 thousand tons. This tonnage is insignificant for 
a country with about 10 million cultivated hectares. Much 
of this area is either not very fertile or has been depleted 
by centuries of cultivation to such an extent that the low 
yield of the largest crops—maize and beans—is a principal 
factor in determining the poverty of the rural population. 


Nevertheless, the use of fertilizers has been increasing 
rapidly, in particular since the enlargement of the na- 
tional fertilizer factory in 1951. In 194.2, total fertilizers 
amounted to about 40 thousand tons, of which 28 thou- 
sand were produced domestically. In 1950, aggregate 
stocks had risen to some 92 thousand tons, of which 67 
thousand were of domestic manufacture. In 1951, when 
an ammonium sulphate plant was opened, domestic output 


*’ This analysis of farm mechanization in Mexico is based on 
United States foreign trade statistics, both because they are pub- 
lished in great detail and also since it is estimated that of aggre- 
gate farm machinery imports, those from the United States account 
for 90 per cent. Further, total tractor imports, according to Mexican 
statistics during the last fifteen years (50,132 units), are 1,800 
units less than United States statistics for exports. The difference 
is due to imports into the free zone of Lower California, which are 
unrecorded in Mexico’s foreign trade. 
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almost doubled in relation to the preceding year. In 1952, 
total fertilizer stocks stood at almost 192 thousand tons, 


tons had been imported. The establishment of the am: 
monium sulphate plant has almost entirely eliminated 
imports of this commodity and of sodium nitrate. In con- 
trast, phosphate imports have increased. 


The plan to enlarge production of popular consumption 
crops presupposes a greater use of fertilizers, especially 
for beans and maize. The Ministry of Agriculture bought 
44, thousand tons of fertilizers from domestic sources to 
be distributed among farmers for the 1952/53 harvest.% 


The Nacional Financiera has announced that extensions 
will be added to the three domestic fertilizer plants a 
Mexico City, San Luis Potosi and Guadalajara, in order 
to develop the use of artificial fertilizers. It is planned 
to build a factory for concentrates (perhaps nitro-phos- 
phates or urea). . 


(vi) Improved seeds. The development of wheat, maize 
and bean production has been considerably aided by the 
joint Government of Mexico/Rockefeller Foundation pro- 
gramme to find varieties adaptable to climate and soils 
in different farm areas of the country. It is estimated that 
in 1952/53, 12 and 30 per cent of maize and wheat sow- 
ings respectively were effected with improved seeds disrtib- 
uted by the government. The interest shown by farmers 
has been so great that private companies have been formed 
in several areas to produce and sell selected seeds. 


' 
(c) Food stocks i 


7 

Despite the rapid development of the agricultural sector _ 

within Mexico’s economy, the paradox exists of a still — 

faster growth in food imports, which have more than 
doubled during the last six years. (See table 136.) 


Table 136. Mexico: Imports of foodstuffs 
$$ eeeeeeeSSSSSMMMMe 


Maize Wheat» Beans 
Years Totals 
(1948 =100) (thousands of tons) 

O48 ash. rae 100.0 0.3 276.4 70.2 
LOA Re 94.0 0.3 261.7 —_— 
LOSOM mac ee are 135.5 0.3 425.4 _ 
LOS] eran ae 184.4 118.0 364.4 9.1 
LOS2*, HA sone 210.4 24.5 443.3 58.4 
O53. eh a od 206.0 190.0 280.0 50.0 


eS 


Source: Economic Commission for Latin America, based on 
official statistics. 

@ Quantum of foodstuffs and tobacco imports. 

» Includes flour imports reduced to terms of grain. 


Wheat accounts for an important share of these pur- 
chases abroad, although in 1953 there was a substantial 
decrease owing to the large rise in output. Maize and bean 
imports, despite the considerable tonnages handled during 


** Experts of the Rockefeller Foundation estimate that green 
manures are the cheapest and quickest solution for raising yields. 
These conclusions are based on the fact that one hectare of maize 
fertilized with one ton of ammonium sulphate—which costs 800 
Mexican pesos—barely doubles the yield. The value of the addi- 
tional output is less than the cost of the fertilizer, thus obviating 
any possibility of financing the use of this fertilizer. In contrast, 
the use of green manure requires an investment of only 150 pesos 
and yields have even been higher than with sulphate. i 
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e last three years, accounted for only a fraction of agegre- 
ate consumption and have maintained more or less the 


eee as in former years when short harvests oc- 
irred, 


The remarkable increase in food imports is due to the 
ict that the growth of Mexico’s agriculture has been 
ore rapid both for non-food crops such as cotton, or 
scondary foodstuffs in the diet of the bulk of the popu- 
ition, rice, potatoes and ajonjolf, for example. The 
rowth of wheat production—another crop which is receiv- 
1g the benefits of modern technology—had no marked 
npact upon imports of this cereal except in 1953. With 
1e Government’s development programme, it is antici- 
ated that this trend will be maintained and that wheat 
nports will progressively decrease. In contrast, produc- 
on of the traditional commodities of Mexican agriculture, 
yaize and beans, has been growing at a slower rate than 
1e population and during the last six years they have 
een below 1947/48 levels. This has intensified the prob- 
2m of the short term supply of foodstuffs and has made 
“necessary to import considerable tonnages. 


7. Peru 


In 1952/53, cotton and sugar, which are the main export 
roducts, showed differing tendencies. While the cotton 
rop was only 5 per cent below the previous season’s level, 
ugar production reached a record. 


As regards other agricultural output, intended mainly 
or domestic consumption, no homogeneous or comparable 
ratistical series are available which would permit an accu- 
ate evaluation of the progress achieved. (See table 137.) 
n examination of some commodities,°* however, and of 
ie upward movement for food imports (which increased 
y 59 per cent between 1948 and 1952), indicate that 
Ithough output for the domestic market may not have 
emained stationary, it has not apparently developed suf- 
ciently to keep pace with the greater consumption arising 
rom the increase in population and the rise in income 
avels. 


A prolonged summer and adequate water supplies in 
952/53 created favourable agricultural conditions in the 


84 Wheat, barley, rice, cotton seed, cocoa, coca, coffee and wool. 


coastal area, but simultaneously encouraged insects and 
blight, which particularly damaged cotton plantations. 
In the greater part of the Sierra area, rainfall and tempera- 
tures were normal, with the exception of some sectors to 
the north, where substantial damage was feared from the 
excessive rainfall. 


Favourable climatic conditions led to an exceptional 
increase in sugar cane output, the achievement of the best 
wheat harvest ever recorded, better yields from barley, 
and rice crops which may be considered as good, although 
somewhat below the 1951/52 level. 


The development of several irrigation projects and the 
conclusion in 1953 of the diversion works of the Quiroz 
and Chipillico rivers to the Piura valley are valuable 
contributions to Peru’s agricultural future. The measures 
taken to increase guano extraction, greater credit avail- 
abilities, imports of blood-stock of different varieties and 
the abolition of ceiling prices for meat, all constitute gov- 
ernment efforts to increase agricultural and livestock out- 


put in 1952/53. 
(a) Agricultural out put 


(i) Cotton. In spite of the greater area shown in 1952/ 
53, it was not possible to increase fibre production above 
the exceptional level reached in 1951/52. Severe attacks 
of several kinds of blight reduced yields in the valleys 
of Piura, Chira, Pisco and elsewhere, so that no substantial 
crop could be obtained. Only 92 thousand tons were 
cropped, or 5 per cent below the previous year. Neverthe- 
less, production was 50 per cent above 1947/48 and 12 
per cent above the pre-war level. 


After the pre-war boom, during which an average 165 
thousand hectares were cultivated, with an output of 82 
thousand tons of fibre, came the wartime years. There 
was a consequent loss of the principal foreign markets; 
this caused cotton production to decline and the harvest 
was only 56.8 thousand tons in 1942/43. Peace brought 
about adequate conditions for greater sowings and led 
to a decided recovery, so that the pre-war level was not 
only regained, but even exceeded. The price fall, begin- 
ning in 1951, did not result in a decrease in area sown, 
which increased steadily, amounting in 1952/53 to 200 
thousand hectares, the largest area ever sown with cotton in 
Peru. 


Table 137. Peru: Output of principal agricultural commodities* 


(Thousands of tons) 


Commodity 1947/48 1948/49 1949/50 1950/51 1951/52 1952/53 

Leeson, hep andu pei ie eee eotemne 137 129 144 157 162 164 
ae made oblate. tie Tigi 207 162 113 207 265 250 
Rye ase aatan srecineeecte seats atten e 190 DATs) 220 202 217 218 
Refined and raw sugar...........- 498 493 452 490 494 570 
Gottouek sat ete rere eats 61 67 74 83 97 92 
Gotfon sees. seis wets ee es 100 113 119 127 143 136 
CGoGaak MOTT STE DSRS Se AT 3 A 4, 5 4, 4 
Gofter es. 77 28th: HIRO De. 4 6 6 6 6 Tk 
Cota ¥. cre etna tite eels Seta) fee kts 8 8 8 9 10 10 
"Wi 6 Se, sapien ccs meotvore, are omoepert - 7m 1b, 12 12 12 ks 13 


Source: Economic Commission for Latin 
America; based on official statistics. 

® Only commodities whose production can be 
controlled are included, excluding others based 


on mere estimates. 

b Unpolished. 

¢ Agsregate wool from sheep, vicunas, alpacas 
and llamas. 
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Average yields per hectare have varied owing to peri- 
odic changes in the flow of coastal rivers, and in tempera- 
ture and rainfall, which to a great extent determine the 
incidence of plant disease and blight. 


Broadly speaking, yields tend to rise, and the increase 
could be even greater if intensive selection and reproduc- 
tion of new seed varieties and the broadening of advanced 
work systems are taken into account. Insects and blights, 
however, destroy from 20 to 30 per cent of the harvests, 
in spite of efforts to eliminate them. 


The Ministry of Agriculture and the Sociedad Nacional 
Agraria are carrying on an intensive genetic research pro- 
gramme. The aim is to obtain improved seeds of the 
Tanguis variety and species resistant to diseases and phy- 
siological disorders, especially “wilt” or withering (mar- 
chitez), which in many valleys of the central coastal area 
are the principal reasons for low yields. 


The drop in world cotton prices has substantially re- 
duced planters’ incomes and has affected Peru’s foreign 
exchange availabilities.®* It is possible to establish, how- 
ever, that the price received by the producer®® in 1953 was 
10 per cent above that of 1948, but 30 per cent below 1951, 


a year in which prices were more favourable. 


Despite substantial world cotton stocks Peruvian exports 
have not declined, and the upward trend characteristic 
of the domestic output has been maintained. The fact that 
Peru is one of the main producers of long fibres has un- 
doubtedly assisted in placing exportable surpluses. From 
1948 to 1952 exports increased by 61 per cent, from 
51,900 to 83,700 tons. During 1953 exports grew at a 
faster rate than the previous year; in August they were 
already 6,000 tons above the level reached during the 
first eight months of 1952. But the price drop on the 
world market caused a reduction of about 61 million soles 
in the 1952 export value, as compared with the previous 
year, although the volume exported had risen by 21.2 
thousand tons. 


In spite of present market conditions Peru will probably 
continue to increase its already high output. This is feas- 
ible because yields are normally excellent and production 
costs relatively low. Furthermore, Peru appears to be 
striving, by increasing both output and exports, to offset 
the loss of foreign exchange revenues caused by the drop 
in prices. 


(ii) Swgar. Cane cultivation and the processing of sugar 
products is an important item in Peru’s agriculture and 
export trade. 


The cultivated area has remained more or less constant 
for the past twenty years, with the variation ranging be- 
tween 28,000 and 36,000 hectares at the most. During the 
same period, however, technical advances have brought 
about a considerable increase in unit yields. Thus in the 
pre-war period, with 31,700 hectares under cane, 389,000 
tons of raw and refined sugar were produced, while in 


** Cotton provided around 35 per cent of aggregate foreign ex- 
change funds in 1952. 

**In Peru it is necessary to distinguish between the price re- 
ceived by the farmer and the commercial trade price which, ac- 
cording to present legislation, is based on the price established 
annually by the government and regarded as the official cost price. 
The difference between this official price and the commercial 
trade price is divided equally between the producer and the 
Treasury. 
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1952/53, with only 30,000 hectares, it was possible te 
obtain 570,000 tons. This harvest is 15.5 per cent above 
the 1951/52 level and 14.5 per cent above the previous 
peak output in 1947/48. 


The exceptional output, coinciding with the sharp drop 
of international prices, is the result of a series of favour 
able circumstances. To excellent climatic conditions and 
an adequate supply of water from irrigation can now be 
added major technical improvements recently introduced, 
Among these may be mentioned biological control of the 
“borer” plague by means of a species of predatory fly 
which was brought from Cuba in 1951 and which destroys 
this plague; the new cane plantations with better yielding 
varieties, established after a long period of adaptation; 
greater availabilities of fertilizer; construction of new | 
sugar mills and modernization of others; and the drilling 
of wells to utilize underground water supplies. Other 
interesting factors are the widespread utilization of mod- 
ern machinery for hauling cane and the use of weed and 
pest killers, which simultaneously improve yields, reduce 
unit production costs and enable Peruvian industry to 
compete in foreign markets. } 


Sugar exports have remained stable from the pre-war — 
period to the last two years. Increases in output have kept — 
pace with greater domestic demand, which rose from 
81,400 tons in 1934-38 to 118,800 tons in 1952. The drop” 
in world prices due to general over-production reduced 
Peru’s income in 1952 by about 10 million soles, although 
the export tonnage was some 40 thousand tons higher than 
that of the previous year. The fall in quotations con- 
tinued during 1953. At the beginning of 1952 the price was — 
88 dollars per ton,’ but by mid-1953 it had fallen to 76 
dollars and by December to 65. The fall in the sol quo-— 
tation partly offset the planters’ losses. yh 


In August 1953 exports stood at 235,200 tons and werd 
increasing more rapidly than in the previous year, since — 
in the same month of 1952 they had amounted to only 
178,800 tons. The market situation is unfavourable to the — 
placing of the 1954 exportable surplus, which is estimated — 
at not less than 400 thousand tons. This causes some un- 
certainty for this crop, since Peru has not signed the 
International Sugar Agreement. 


(iii) Rice. Rice production has reached peak levels in 
recent years. The 250,000 tons®* harvested in 1952/53, 
although 14.5 per cent below the previous year’s crop, was 
still 195 per cent above the pre-war average. 


The rise in output is due to the cultivation of increas- 
ingly larger areas, which in recent years have enjoyed 
excellent weather and a regular water supply from rivers 
in the rice areas. Irrigation on contour levels is fairly 
general, while the transplantation of seedlings has con- 
tributed to higher unit yields. Thus the average yield of 
1.9 tons of rice per hectare during the pre-war period 
has risen to more than 4 tons in the last three years. 


_In 1951/52 and 1952/53 greater output made pos- 
sible a substantial reduction in rice imports, an exportable 
surplus of 36 thousand tons,®® and reserves for domestic 
consumption in case production falls in 1953/54. The 
Government, buys the entire output and in collaboration 
with farmers, controls the polishing and distribution of 


87 S it . : . 
. Seat 96 degrees polarization, f.0.b. at Peruvian port. 


*° Husked rice. 
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ce. This system provides the farmer with a stable market, 
edit facilities and adequate official prices. 


Consumption of rice increased from 9.5 kgs. in the pre- 
ar period to 17.5 kgs. in 1948 and over 20 kgs. in 1952. 


Output prospects are considered to be favourable, and 
ficient not only to meet consumption requirements but 
lso to ensure future exportable surpluses. The incorpo: 
ation of new cultivated areas at Jaen and Bagua, the 
chnical standards attained—which can still be improved 
and better marketing provide farmers with sufficient in- 
entives to grow rice. 


(iv) Wheat. This cereal is one of the principal items 
1 Peruvian agricultural output which is in short supplly, 
nd the Government is seriously attempting to develop it. 
1 1952/53 the 172,000 hectares under wheat represented 
n acreage only | per cent above that of the previous year 
nd 57 per cent above that of the pre-war period. Output, 
hich stood at 164,000 tons, rose in comparison with 
951/52 at the same rate as the area sown, but in relation 
) the pre-war period the increase was 115 per cent, owing 
) a substantial improvement in unit yields. 


Wheat is mainly grown in the Sierra zone; in the coastal 
rea, besides being much attacked by cryptogamic diseases, 
‘is displaced by other more profitable crops. The inade- 
uacy of Peru’s wheat output is due to a series of adverse 
actors. Among them may be cited the lack of improved 
arieties with high yields and rust resistance; the estab- 
shment of prices by the Government, since 1951, at lower 
svels than those prevailing on the world market; the 
ibsidies placed on wheat imports to avoid raising bread 
rices; the shortage of mills in producing areas; and the 
roblems and high costs of transport, which place in a 
larginal position many areas which should be important 
roducing centres. 


Consumption per capita rose from 29 kgs. in the 1934-38 
eriod to 45 in 1952. To meet the greater demand imports 
ave gradually increased from 152,900 tons in 1948 to 
41,200 in 1952. By mid-1953 they had reached 153,000 
nd today fairly regularly represent 60 per cent of total 
mnsumption. 


In 1951 the Government began work on a development 
lan for the production of foodstuffs to encourage the 
iltivation, among other crops, of wheat. The plan, which 
ill be develped from 1951 to 1956, aims to increase 


production by 100,000 tons by bringing a greater area 
under cultivation and improving yields. For this purpose 
credit facilities are given to farmers and important genetic 
improvements are carried on; new seeds have already been 
obtained through selection and hybridization. At the same 
time numerous imported varieties are being adapted. 


(b) Food imports 


The insufficient development of agricultural output for 
domestic consumption has recently led to a greater de- 
pendence upon imports to meet food consumption require- 
ments. Between 1948 and 1953 the quantum of food, bev- 
erages and tobacco imported had risen by about 50 per 
cent, while in 1952 this increase was still greater, amount- 
ing to 59 per cent. (See table 138.) 


Despite the net increase in food purchases abroad, the 
proportion of such purchases to total imports decreased 
in 1951 and 1952. The problem is important since the re- 
placement of some imports by domestic production would 
aid in improving the balance of payments, which during 
the last two years has been unfavourable owing mainly 
to the fall in export prices for sugar and cotton. About 
80 per cent of all agricultural imports consist of wheat, 
meat, lard and vegetable oils. While tonnages for the first - 
three products have increased, imports of vegetable oils 
have declined, being replaced by domestic output of cotton- 
seed oil. 


(c) Development policy 


(i) Irrigation. Measures to improve and regulate irri- 
gation works in the coastal valleys and to extend the irri- 
gated zone by means of various projects, are receiving 
consideration under an over-all national plan which the 
Government has undertaken to implement. Projects al- 
ready under way cover a total land area of 104,000 hec- 
tares and, during the 1952/53 fiscal year, 129 million 
soles were invested in them apart from 6 millions for 
planning. 


At the close of 1953 the initial stage of operations began 
on the project to divert the waters of the river Quiroz to 
the Piura valley. This will provide permanent irrigation 
for 31 thousand hectares in the valley and a possibility 
of watering another 5 to 10 thousand hectares with re- 
serves and overflows. The completion of this part of the 
project will mean that output can be normalized in the 
Piura valley, which was previously exposed to periodic 


Table 138. Peru: Quantum of all imports and imports of foodstuffs, 
beverages and tobacco 


(Thousands of soles) 
NN $$$ 


Imports of 


Index foodstuffs, Index Percentage 
Years Total imports (1948 =100) gbener ages © (1948 =100) of poet: 
St Piss. 3 1,090.6 100 284.8 100 26 
ee. 1,357.8 125 354.5 124.5 26 
VO SO raat orersis cheat toies = aroxs 1,618.0 148 441.8 155.1 - 
INS oy ee oa o SO Cec r 1,985.4 182 370.0 129.9 os 
POS Dieters teredeertion a etsscheievs shereness 2,095.9 192 452.9 159.0 
~ 213.28 149.7 


Source: Economic Commission for Latin America, based on trade yearbooks. 


® First six months. 


losses due to the irregularity of the water supply from 
the rivers. 


Work continues on the river Mantaro project, which will 
benefit 9,100 hectares at present dependent on the irreg- 
ularities of the rainfall. In 1953 the first 5,000 hectares 
were brought under irrigation. Further operations in the 
department of Arequipa include improved irrigation on 
150 farms and the reclamation of 3,000 hectares of new 
lands. The works on the Uchusuma river will affect 1,500 
hectares of prairie land at present uncultivated in the 
Tacna valley. There are many other less extensive projects. 


(ii) Guano extraction. One of the most efficient meas- 
ures to develop agricultural production has been the in- 
crease achieved in guano extraction. In 1952 the output 
of 253,000 tons signified an increase of 80 per cent over 
1934/39 and 55 per cent over 1948. This was made pos- 
sible by work projects and studies which included the 
construction of containing-walls on the islands and the 
isolation of peninsulas in the southern and central zones 
to protect the birds. The arable area of Peru is estimated 
at 1,700,000 hectares, of which 1,200,000 are still unfer- 
tilized. 


(iii) Agricultural credit. With the establishment of 
the Banco de Fomento Agropecuario in 1952 several agri- 
cultural credit institutions®® were merged into one central 
organization. The new bank simplified procedure and 
made it possible to increase availability of the credit for 
agriculture. Loans granted in 1952/53 exceeded those 
granted in the previous year by 35 per cent. 84.3 per cent 
of all operations benefited smallholders through agricul- 
tural, livestock, and repair credit. Loans increased except 
in the case of harvested crop guarantees; the exception 
was made to prevent speculation. 


*° Banco Agricola del Pert, Corporacién Peruana del Amazonas 
and the Junta Nacional de Ja Industria Lanar. 


Table 139. Venezuela: Quantum of aggregate agricultural and livestock 
production by groups of products 


Part II. The main branches of productior 


7os 


The bank gave priority to requests for the purpose o 
rice production, the financing of three polishing mill 
and the purchase of thrashing machines, grain driers, silo 
and boats for river transport in the forest zone. 


Controlled credit to encourage the livestock industry 
made it possible to import more than 1,700 pedigree sheep 
of different stocks for breeding and to distribute among 
small sheep-herders of 8,300 high quality breeding speci 
mens from domestic sources. For the development of dairy 
production the new bank imported from the Netherlands 
145 pedigree heifers, which were sold on credit terms. 


Loans for coffee amounted to over 10 million soles. In 
addition, the bank contracted the services of an expert in 
this field to advise farmers. 


8. Venezuela 


In recent years Venezuela’s agricultural production has 
enjoyed the support of various government organizations, 
the numerous projects of which are designed to develop 
the output of rice, cotton, sugar-cane, maize and other ar. 
ticles in short supply. Their intervention has not only 
taken the form of granting substantial credit on easy terms 
but has also included research in agriculture and stoc 
breeding, technical assistance for farmers, increased mech: 
anization and important projects to improve the material 
situation of agriculture. 


A policy of minimum prices for the most important 
products, the maintenance of a purchase guarantee by th 
oficial organizations and tariff protection for agriculture 
gave farmers the economic stimulus required to increase 
their production and to offset the competition of cheaper 
imported products. To complete this policy the establish- 
ment of a system of silos, granaries and refrigerated ware 
houses for storage and regular distribution was required. 


ca") 


(Thousands of bolivares)* 


eee 


1947/48 

GRAND TOTAL 740,735 

Coreals 2. tara pees Sar eee ce a ead 183,387 
Iai 7G tre crdgeonciecs cence ome Aire ce ENE tee 119,990 
RICO Sates ete is cet cece eee Sree 10,264 
Wheat. attri cer tee ee SEPALS 
Rootsand tubers’yes eee eee 50,341 
Dry pulses’. -.cicuts oo aeee tenia ene Ae 82,398 
Oilesecds and cocoa een en ere 66,950 
COCO. iene ten eon Se 64,469 
Others?....... Aceystarernisuche eketenete etter toes 2,481 
Burnt DrOdUCISe. 4c... ameeie eter mee 97,910 
(COR COMI Seid ncidcick ton + SERRE ok, ee 102,577 
CC OTLOTIORMME Ss soc sitysie cron OReuye Ea ee 5,685 
PETA DFOOUCES 5 «sin asics ates oom oeiie 309,749 
Beef <i C10 COT tte ae 238,146 
IMTS eeRACY. (oso. so» Stet cca eee o3525 
Otbers erate, cs is,+0 5 eo Bo. ce ee 20,072 


see 


Source: Economic Commission for Latin America, based 
on data of the Banco Agricola y Pecuario and the 1950 
census, 


» At 1948 prices. 


1948/49 1949/50 1950/51 1951/52 1952/53 
880,335 815,779 871,139 +=: 902,377 ~——- 959,804 
214,628 150,348 148,665 153,629 179,931 
165,579 110,763 + ~=—106,309 ~=-:107,200-~—«i117,,580 
42,801 36,848 39,619 43,930 50,602 
6,248 a7 2,737 2,499 3,749 
63,317 74,390 74,321 96,080 92,373 
123,001 77,745 74,869 82,522 83,238 
45,864 57,085 46,754 49,409 48,004 
40,632 45,779 38,194 44,153 43,341 
5,232 11,306 8,560 5,256 4,663 
107,911 112,343 +=—:156,170 —-128,402~—s-:138,175 
102,357 111,363 74,681 95,108 118,611 
7,852 7,311 7,581 12,726 13,538 
325,614 343,867 370,360 «392,335 +~—«429,756 
252,421 274,589 304,443 «315,355 341,366 
50,550 46,350 43,875 53,325 62,775 
22,643 22,928 22,042 23,655 25,615 


> Potatoes and yucca. 

° Beans and peas. 

4 Cotton-seed, sesame. 

° Sugar and raw brown sugar. 
‘ Mutton and pork, 
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In spite of these unfavourable circumstances the greater 
ea under cultivation, the good yields in certain zones 
id the application of new techniques to various rural ac- 
ities brought production in 1952/53 to a level 8 per 
nt above that of the previous year and 29 per cent above 
at of 1947/48. (See table 139.) In 1952/53 production 
r capita was 0 per cent higher than in the previous year 
nd 12 per cent higher than in 1947/48. But this has con- 
ibuted little to meet the growing needs of domestic con- 
mption since foodstuff imports have shown a similar 


ndency to increase, being 18 per cent greater in 1952 
an in 1948, ; 


a) Agricultural and livestock output 


An analysis of the various sectors shows that while 
ere was a rapid increase in the volume of crops which 
ceived firm support from governmental organizations 
eliminate imports, others of lesser importance remained 
ationary and even deteriorated. Outstanding among the 
rmer were cotton, rice, maize and sugar-cane. The sec- 
nd group includes cocoa, beans, peas and oil-seeds. 


In 1952/53 the rice crop amounted to 49,300 tons of 
inpolished rice, the largest yield yet obtained which ex- 
ed that of the previous year by 15 per cent and covered 
n area of about 40,000 hectares. The development of this 
roduct has been comparatively rapid. In 1937 Vene- 
uela produced only 12,600 tons on an area of 10,500 
ectares. Present output supplies about two-thirds of 
omestic consumer requirements. The main factors favour- 
ng the larger rice crop were the technical and economic 
ssistance given to farmers by the Venezuelan Develop- 
ent Corporation in fulfilment of its “Rice Production 
rogramme” launched in 1949, and the fixing of minimum 
rices guaranteed by the Banco Agricola y Pecuario. The 
ulfilment of the programme has enabled Venezuela to 
e the first country to establish and maintain a large vol- 
me of dry-soil rice production by technical methods and 
p-to-date mechanization. Despite increasing progress, 
ice cultivation presents certain problems which hamper 
uture expansion. The main problems may be summarized 
s: (a) the relatively small yield per hectare; (b) the poor 
uality of the product; and (c) high production costs. 


Cotton production in 1952/53, amounting to 14,200 
ons of unginned cotton, was 6 per cent above that of the 
revious year and 134 per cent above that of 1947/48. The 
Ministry of Agriculture and Stockbreeding and the Banco 
Agricola y Pecuario aimed at increasing the crop by mak- 
ing technical assistance, selected seeds and adequate credit 
available to planters. Special attention was also paid to 
mechanization and it is estimated that at present 36 per 
cent of the total cotton area is entirely mechanized except 
for plucking, which is done by hand. Like rice, cotton is 
almost always grown on dry soil. Yields are very good, 
varying between 900 kgs. for mechanized cultivation and 
a little over 700 kgs. where cultivation is carried on manu- 
ally or on the allotment system. Guaranteed minimum 


prices and guaranteed official purchase by the Banco Agri- 
cola y Pecuario were also decreed. As a result of the 
increased output of cotton, it was possible to reduce im- 


ports, which in 1948 amounted to 2,387 tons, to only 
607 tons in 1952, 


Sugar and unrefined brown sugar (panela) mark an- 
other activity which has developed at a steady rate. Over- 
all production increased by 8 per cent over 1952 and by 
41 per cent over 1948. However, it should be emphasized 
that between these two years sugar production rose from 
26,600 tons to 78,000,°! whereas unrefined brown sugar 
production fell from 88,000 to 84,000 tons. Imports de- 


creased by almost 50 per cent from 57,000 tons in 1948 
to only 30,600 in 1952. 


The Venezuelan Development Corporation played an 
important part in extending sugar-cane planting, by sup- 
plying farmers with liberal credit for the purpose of 
bringing new areas under sugar cultivation. The Ministry 
of Agriculture is engaged in an intensive campaign which 
includes the prevention of plagues and diseases, experi- 
mental research aimed at obtaining better yields and the 
reduction of production costs. 


Among the Venezuelan Development Corporation’s 
basic programmes for 1953/54 is the development of the 
sugar industry through the investment of 50 million boli- 
vares to establish five new refineries and to extend an- 
other mill with the aim of providing a total capacity of 
87,000 ions of sugar. It is estimated that this objective will 
be attained in 1956 and will make it possible to meet the 
entire domestic consumer demand. 


Maize is the most important cereal in Venezuela’s agri- 
culture and has a high domestic consumption. A down- 
ward production trend in recent years has led to substantial 
imports: as 36,000 tons in 1946, 13,300 in 1950 and 17,700 
in 1951. In 1952/53, despite unfavourable weather con- 
ditions which reduced yields in some areas, extensive de- 
velopment plans brought new zones under cultivation, es- 
pecially in the National Agrarian Institute settlement. 
Production rose to 343,000 tons (10 per cent more than in 
the previous year, although 20 per cent less than in 
1947/48) . 


Next season it may be possible to eliminate imported 
maize since farmers will have the benefit of controlled 
credit facilities and a continued policy of fixing minimum 
prices, which constitute a real encouragement for them. 


The remaining products of Venezuela’s agriculture have 
received less attention from Government organizations. In 
most cases output has remained more or less constant. 


Weather and soil conditions are not favourable to wheat 
erowing, hence yields are poor and only limited quantities 
are sown. In 1952/53 production only reached 6,300 tons 
on 9,800 hectares, with an average yield of only 640 kgs. 
Even so, the harvest was 50 per cent larger than in the 
previous year. Venezuela is almost completely dependent 
on overseas supplies for domestic consumption, and im- 
ports, consisting of flour have increased in striking fash- 
ion in recent years. While before the war only 22,800 tens 
were imported, 94,300 tons were imported in 1948, 
127,900 tons in 1951 and 123,500 tons in 1952. This repre- 
sents rather more than 16 per cent of the volume of all 


*t According to data supplied by the Direccién General de Estadi- 
stica in the Monthly Bulletin of Statistics, Year No. 12. 


foodstuff imports. In terms of flour, domestic production 
represents only about 21 per cent of domestic consump- 


tion. 


The production of tubers—potatoes, yucca, sweet pota- 
toes, and others—increased by 83 per cent between 1947/48 
and 1952/53. In the case of potatoes the increase was 
striking (24,000 tons in 1952/53 as against 16,000 in 
1947/48) but was insufficient to reduce imports. 


The production of legumes—caraota, beans and peas— 
has remained stationary. The 1952/53 crop was only 1 per 
cent above those of 1951/52 and 1947/48, which were of 
equal volume. Bean production, amounting to 64,900 tons, 
showed no change in comparison with 1951/52 but an 
increase of 17 per cent in relation to 1947/48, This increase 
served to offset the sharp decline in the production of peas, 
which fell from 13,000 tons to only 4,300 in 1952/53. 


Venezuela’s only important agricultural exports are cof- 
fee and cocoa. In 1952 30,300 tons of coffee were ex- 
ported, representing 57 per cent of the quantum of all agri- 
cultural exports. 


Coffee production in 1952/53 amounted to 54,000 tons 
in all and surpassed that of the previous year by 25 per cent 
and that of 1947/48 by 15 per cent. The effect of the fav- 
ourable situation on the world market has been strength- 
ened by protection and development campaigns—which in 
previous years included an export subsidy—and by good 
weather conditions. Similarly, the stimulus of high prices 
and greater credit facilities have enabled producers to 
devote more attention to their plantations, which are appar- 
ently being extended to new zones although the size of the 
planted area is not yet known. 


Adverse climatic conditions and attacks by diseases— 
especially “withering blight” (marchitez)—have prevented 
cocoa production from reaching even the 1947/48 level. 
The 1952/53 crop—16,000 tons—was only 2 per cent less 
than that of the previous year but the 1947/48 harvest 
surpassed it by 33 per cent. The Ministry of Agriculture, 
through its Cocoa Extension Campaign, has supplied farm- 
ers with both scientific and practical aid. The good prices 
prevailing on the domestic and overseas market, which 
were much higher than the fixed guarantee price, made the 
policy of minimum prices necessary for the protection of 
coffee and cocoa. 


The stockbreeding sector also shared in the general prog- 
ress of the last six years. The cattle population®? has in- 
creased by 43 per cent since 1948. It increased from 
347,000 head in 1948 to 497,000 head in 1953. This in- 
crease in the number of animals was accompanied by a 
reduction in the yield of meat per head from 170 kgs. in 
1948 to 153 kgs. in 1953. The meat export trade has been 
gradually declining in importance. In 1945 13,000 tons 
were exported, but the total became less and less in sub- 
sequent years, to disappear altogether in 1950 and 1951. 
In 1952 these exports were renewed but only to the extent 
of 59 tons. It was necessary to devote the increased tonnage 
to the satisfaction of higher consumer demand per capita, 
which has risen by between 29 and 31.5 kgs. each year. 


Pork production also rose considerably: the 428,500 
head processed in 1952 represented an increase of 25 per 
cent over 1948. There is little sheep-rearing, although an 
upward tendency certainly exists: the 1953 slaughtering 


*? Slaughtering plus exports on-the-hoof, 


| sary for the expansion of livestock production. Until 195% 


of 48,800 head represented 8 per cent more than that o 
the previous year. 
Venezuela is attempting to create the conditions neces 


these efforts took the form of sanitary campaigns to elimi- 
nate parasites and less plagues in forests, rivers and lakes 
and the control of foot-and-mouth disease through a spe- 
cialized institute, which make it possible to declare wide 
zones healthy and in others has established facilities to re 
duce morbidity and epizootics. In addition, priority has 
been granted to credit for livestock purposes which, while ql 
still far from fully supplying this sector’s needs, has con- — 
tributed to its progress. Finally, the establishment of mini-— 
mum prices for livestock, and a permanent purchase guar- 
antee for which the Banco Agricola y Pecuario is respon- 
sible, have proved a valuable stimulus to farmers. They 
can develop their activities free from the contingencies 
represented by seasonal price reductions when fat stock is 
plentiful. 


(b) Agricultural exports and imports 


Owing to the present state of agricultural development 
as well as environmental difficulties in producing certain 
basic dietary elements, Venezuela is obliged to import in- 
creasing quantities of foodstuffs to meet the consumer de- 
mand. The 29 per cent increase in agricultural output in 
the last six years has made possible some reductions in 
imports of rice, maize, sugar and vegetable oils, but im- 
ports of flour, oats, milk, butter, eggs and the like have 
shown a steady upward trend. Consequently in 1952 the 
quantum of imported foodstuffs was 18 per cent larger than 
in 1948. The quantum in 1948 was only 16.5 per cent of 
total imports, while in 1952 it constituted 20 per cent. 
(See table 140.) 


Table 140. Venezuela: Quantum of all imports 
and foodstuffs 


(Millions of bolivares)® 


Percentage of 


Years Aggregate Imporis of foodstuffs to 

imports foodstuffs all imports 
1948 token at Ae 2,119 350 16.5 
LOAD oar oe ne lathok i ree 1,980 350 ten 
L950): ec eon ee 1,791 436 24.3 
HT? yl antenna” ae 1,966 430 21.9 
LOS 2a ee ee ee one 2,046 413 20.2 


ee 
Source: Economic Commission for Latin America. 
® At 1948 prices. 


Dairy products—tinned milk, butter, cheeses and special 
grades of milk—are the principal imports, and in 1952 
represent 30 per cent of all imported foodstuffs. Next in 
importance are flour (16 per cent) and eggs (6.5 per cent). 


Agricultural exports consist almost exclusively of coffee 
and cocoa. Between 1948, and 195] they declined in value 
at 1948 prices) from 122 million to 78 million bolivares. 
In 1952 there was a partial recovery to 102 million boli- 
vares owing to an increase in coffee exports, but this in- 
crease represented only 2 per cent of the total volume. 


(c) Development policy 


Pursuing its policy investing petroleum profits in the 
diversification of domestic agricultural production, the 


thapter I. Agriculture 


fenezuela Government has launched, among others, the 
ollowing undertakings: 


(i) Incorporation of new agricultural zones. The most 
utstanding examples are, first, the development of the 
furen zone undertaken by the National Agrarian Institute 
ind, secondly, the Venezuelan Development Corpora- 
ions rice growing plan. In a country where the zones 
inder cultivation are limited but which possesses vast 
racts of unexploited land perfectly suitable for crop cul- 
ivation or stockbreeding, the incorporation of such tracts 
n the national economy is indispensable. To achieve this 
»bjective the Government has drawn up development plans 
overing economic, technical and social aspects. 


_ In the case of the Turen Agricultural Unit, a coloniza- 
ion and agrarian reform project, the land was incorpo- 
rated by expropriating municipal property or common 
lands. Since these could legally not be alienated, it was 
necessary to formulate new agrarian legislation authoriz- 
ing their expropriation for agrarian reform. These lands 
were handed over to the ownership of Venezuelan and for- 
eign settlers by means of a system of long-term credits. 
The plan, which was started in 1949 and is now nearing 
completion, comprises the clearing of 20,600 hectares of 
forest; the building of approach roads; the construction of 
administrative offices and houses for smallholders; the 
acquisition of machinery and the instruction and training 
of operators; irrigation and drainage works; the provision 
of social facilities such as rural improvement centres; 
grants of supervised agricultural credit; the establishment 
of dispensaries, shops and so forth. The project has also 
been furnished with an experimental station which gives 
guidance to farmers and explores new avenues for agricul- 
ture in this zone. 


The aim of the Venezuelan Development Corporation’s 
rice growing plan is to establish new and extensive areas of 
production financed, supervised and directed entirely by 
the Corporation. The savannah zone of Acarigua in Portu- 
guesa State was chosen as a site, and also a small] area in 
the neighbourhood of San Carlos in Cojedes State. Some 
29,700 hectares had been brought under cultivation up to 
1952/53 and credits amounting to 13,100,000 bolivares 
had been granted to 166 private companies. It is expected 
that within another two years this plan, together with crops 
grown elsewhere, will supply the entire domestic rice de- 
mand. Among the problems to be solved is the transfer 
of plantations situated in non-irrigated areas to zones which 
will benefit from the irrigation schemes of the Ministry of 
Public Works. But a solution will have to be found to 
problems of land tenure in order that farmers may pos- 
sess the soil they work. To improve the technique of culti- 
vation, it is planned to establish an experimental rice 
growing station.** 


(ii) Irrigation. In 1953 14,300 hectares were affected 
by the installation of new irrigation works; the total area 
irrigated was 29,600 hectares. It is planned to irrigate 
a further 110,000 hectares in the State of Guarico as part 
of an over-all agricultural development project which in- 
cludes the introduction of mechanized cultivation and up- 
to-date methods of cattle breeding on a very large scale. 
Work on the River Guarico dam has already begun. The 


° Other similar projects approaching completion include the set- 
tlement of the El Cenizo plains, the Apure Stockbreeding Plan and 
the Los Andes Dairy Development Plan. 
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plan should be completed within two years at an estimated 
cost of 260 million bolivares. 


(iii) Agricultural credit. The development of official 
agricultural credit has been among the most important 
measures of agrarian policy adopted so far. Its effect on 
production has been plain. 


The volume of official credit grew rapidly until 1948/49, 
the peak year. Since then a marked contraction has oc- 
curred because the Government places more emphasis on 
public works than on agricultural development. As a result 
the annual budget funds for the purpose of increasing the 
capital of the Development Corporation and the Banco 
Agricola y Pecuario have decreased steadily, obliging both 
institutions to reduce credit grants. 


(iv) Minimum price policy. The most important Gov- 
ernment action in the sphere of agricultural prices is the 
fixing and maintenance of minimum prices for given prod- 
ucts. The Banco Agricola y Pecuario is responsible for this, 
and buys the protected products provided they conform to 
the required standards of quality. Maize, rice, wheat 
caraota, beans, peas, coffee, cocoa, cotton and livestock on 
the hoof are affected by the scheme. Since prices for 
legumes, like those for coffee and cocoa, have settled at 
levels above the minimum prices, the Bank has not been 
obligd to buy these commodities. 


The minimum prices fixed for each product by the Banco 
Agricola y Pecuario with the approval of the Ministry of 
Agriculture and Stockbreeding are not established on a 
national basis but vary according to the characteristics of 
each zone of production. Thus in 1952/53 prices for maize 
varied between 25 and 40 bolivares per 100 kgs.; those of 
rice between 50 and 56; caraota beans and peas between 
68 and 85; beans between 38 and 55, and wheat between 
42 and 44 bolivares. 


(v) Subsidies for milk production and coffee and cocoa 
exports. The milk production subsidy is the only direct 
subsidy in existence in Venezuela. Although it has had an 
influence on the increase in production, it has not brought 
about a transformation in the prevailing methods of dairy- 
farming or improved the quality of the milk. Farmers re- 
ceive 15 céntimos per litre of pasteurized milk sold on 
the market. The subsidy was granted in view of the high 
cost of production. 


Experience has shown the advantages of subsidizing cof- 
fee and cocoa exports, which has enabled both crops to 
survive. At present, owing to the recovery of world prices, 
coffee can compete on the world market without a differen- 
tial exchange bonus. The indications are that cocoa will 
soon be in a similar position. 


(vi) Protection for domestic production. The poor 
yields of Venezuelan agriculture together with the heavy 
use of labour, result in heavy production costs. This trend 
is offset by the continuous growth of foreign exchange 
revenue accruing from the petroleum industry and the high 
rate of exchange for the bolivar, which gives Venezuela 
the benefit of cheap imports which provide domestic farm 
produce with useful competition. It has been necessary to 
establish protective duties to raise the price of imported 
goods to levels at which domestic products can compete 
with them, Without such measures agricultural production 
would not only have ceased to develop but would have de- 
clined rapidly in many sectors. 


Chapter II 
MINING 


I. GENERAL CONSIDERATIONS 


It is somewhat difficult to provide an over-all picture of 
mining in Latin America owing to the complexity of work- 
ing conditions and to the fact that the same analysis can- 
not be used for copper and tin, nor for Chile and Bolivia, 
where mining output is based on very diverse factors, al- 
though each metal plays an important role in the respective 
economies of the two countries. 


One aspect however, may be considered as a common de- 
nominator of Latin-American mining, viz. the intimate 
reliance upon fluctuations in world demand, since mining 
activities are almost exclusively directed towards export. 
For this reason, it has been thought appropriate to include 
in this Economic Survey a detailed analysis of develop- 
ments on the world market during the last few years. This 
has allowed emphasis to be placed upon the changes which 
have occurred both in long-term trends and in the recent 
changeover from an economy influenced by wartime con- 
tingencies to one in which civil needs one more predomi- 
nate. 


The most general phenomenon in respect of this latter 
aspect is the imbalance which has either arisen or has 
become more apparent between the supply of and the de- 
mand for mining products. In regard to long-term trends, 
the methods of analysis used, such as a comparison be- 
tween a given level of industrial activity in the more highly- 
developed countries and the consumption of copper, tin, 
lead and zinc, have clearly revealed the decline in the utili- 
zation of non-ferrous metals. This decrease has been 
brought about by such widely differing factors as the 
price relationship to other metals, strategic cconsiderations, 
economy in utilization, or replacement by substitutes as a 
result of progress in technical research. These factors also 
provide a clear view of the prospects for Latin-American 
mining within the world distribution of natural resources. 


Latin America’s mining output, which has responded 
to the stimulus of high prices and increased demand be- 
tween 1950 and 1952, was obliged to reduced its rate of 
growth during 1953 owing to adverse influences on these 
factors, Latin America thus demonstrating a greater flexi- 
bility than other regions to adapt itself to new circum- 
stances, for while the world mining production index con- 
tinued to rise, that for Latin America declined. (See table 


141.) 


Table 141. Indices of mining output 


(1948 = 100) 
Years World total Latin America 
LOA | ust inn BRR is ee 97 98 
L950. ss. ce cae 2 eRe 107 108 
a eae ae Ras Sen ieea ss 116 119 
TOSZi Q's, Ua SAE ERE Ata 119 124 
IMSS SPOT ASL ee 121 122 


———————————— 


Source: United Nations, Monthly Bulletin of Statistics, April 1954. 
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The greater part of this chapter relates to the four metals 
which play the most important part in Latin America’s 
economy, i.e., copper, tin, lead and zinc. Sections on coal 
and sulphur have, however, now been added for the first 
time. Coal is of topical interest at present as a result of the 
energy shortage and the establishment of iron and stee 
industries requiring coking coal. Sulphur merited closer 
attention through the substantial increase in demand, which’ 
has stimulated search for new deposits and the use of 
methods to extract or recover it. 


I]. CoprEer 
1. Principal market factors 


The Economic Survey of Latin America, 1951-52 con- | 
fined its analysis to the influence of the higher prices pro- | 
voked by the Korean War upon copper output and upon 
investments to expand production. This analysis will be 
broadened to include the evolution of world demand on 
the one hand and the capacity of existing plants on the 
other. 


The salient feature of the world copper market at present 
is that production exceeds consumption, despite the fact 
that the industry both in Europe and in the United States — 
continues to work at very high employment levels. Copper 
stocks held by the producing and consuming industries — 
have risen again, after falling to a minimum at the end of ¥ 


1950. | 


(a) World consumption trends ; 


Consumption in the eight industrialized countries! which — 
used 84 per cent of all copper supplies (excluding the — 
USSR and countries in Eastern Europe) in 1953 declined 
by 7 per cent in relation to 1952, while industrial activity 
rose by 9 per cent. This appears to indicate that, without — 
taking into account the changes in the volume of stocks 
held by consumers which are usual during a price decline 
there is a sharper declining trend in copper consumption 
in relation to industrial activity. (See table 142.) 


These figures show that, for the eight countries together, 
copper consumption per 100 dollars’ worth of industrial 
output fell in relation to 1948—the peak year of an eco- 
nomic cycle—by 12 per cent in 1952 and by 25 per cent in 
1953. The question arises whether copper consumption will 
be still lower, both in relative and in absolute terms in the 
event of a continued contraction in industrial activity in 


1954. 


It is unfortunately impossible to determine the factors 
which have influenced the change in the consumption pat- 
tern and decreased copper utilization in various branches 
of industrial activity. Nevertheless, some idea may be given 
of the magnitude of the changes which have taken place 
in copper consumption in relation to industrial output 


* Austria, Belgium, France, Italy, Sweden; the Uni i 
stria, ; ited Kingdom 
the United States of America and Westerst Germany. ot 
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Table 142. Industrial production and copper consumption in eight 
industrialized countries* 


re ee At Ohne fare OE ee world the citer 


Copper consumption per each 100 dollars of industrial production 


fi petit 
Yeors aeoot Satan 
4 millions of (thousands of tons) 
F dollars)» 
LOGS Pe. 56,360 1,894.3 
1949) = on 57,390 1,693.3 
LO50) se. . 66,347 2,082.3 
JOSIE Se. 72,019 2,118.6 
da Fam re 73,766 2113-0 
LOSS AiE Ke. 79,149 2.014.0> 


All i ni p 
couniries Me in Knit sa gibt! 
(Kilogrammes) 

3.36 eal 4.47 Zo 
2.95 OG 3.74 3.06 
3.14 3.07 3.62 3.03 
2.94 2.88 3.42 2.84 
2.95 2.94 3.79 2.56 
2.54 2.70 — 


En a ee Ee re Se eS es Oe oe 


Sources: For industrial production, official 
statistics of the countries concerned, and United 
Nations, Monthly Bulletin of Statistics; for 
copper consumption, Yearbook of the American 
Bureau of Metal Statistics. 


"Includes consumption of refined scrap, 


see chart LXVI). The points corresponding to this ratio 
yithin each economic cycle were plotted along well-de- 
med curves of regression until and including 1949; in 
ther words, copper consumption per 100 dollars’ worth of 
ndustrial output tended to fall from one cycle to the next. 


There was no increase in consumption in 1950-53 despite 
he growth in industrial activity. This is all the more seri- 


Chart LXVI 
,ELATIONSHIP BETWEEN PER CAPITA INDUS- 
TRIAL OUTPUT AND PER CAPITA COPPER 
CONSUMPTION 1925/32 — 1935/38 — 1947/49 — 
1950/53 
er capita 
opper consumption 
kilogrammes) 


| ! as | val 


(odes SO 175 200 25°57 SCO 
Per capita industrial output 
(dollars at 1938 prices) 


Source: Yearbook of the American Bureau of Metal Statistics; Statistical 
bstracts of the United States Government. 


especially in Western Germany and the United 
States. 


_ > Based on preliminary estimates appearing 
in the Engineering and Mining Journal, Febru- 
ary 1954. 


ous since copper has never yet, during the twenty-eight 
years shown in the chart, recovered markets lost in any one 
year owing to changes in the pattern of consumption. 
Furthermore, consumption in 1953 was 584 thousand tons 
less than it would have been had the 1947-48 pattern been 
followed. It is difficult and almost impossible to indicate 
what share of this decline may be attributed to each factor 
influencing consumption—i.e., rationing, high prices and 
the results of technical research tending to reduce indus- 
trial uses for copper. 


Copper consumption in absolute figures has, since 1948, 
shown a considerable increase in those sectors in which 
economic development has progressed—mainly Canada and 
Latin America—and a moderate increase in the United 
States (see table 143). 


The figures for the sterling area, Western Europe and 
Japan require more detailed explanation. The sterling area 
consists of the United Kingdom and some less industrial- 
ized regions such as India, Africa and Australia. In the 
United Kingdom, which is the largest consumer in the area, 
the trend towards using less copper for a given industrial 
output resulted in a decline in absolute consumption fig- 
ures, although this has been more than offset by the grow- 
ing consumption in the countries which are in process of 
industrialization. 


There was a sharp rise in Western Europe, due mainly 
to the recovery of Germany. Even so, comparing present 
consumption figures with those for the years immediately 
before the Second World War, there is a slight decline 
due to a reduction in Western Germany’s purchases, not- 
withstanding the recovery. The explatnation is that Ger- 
many purchased a great deal of copper, presumably as a 
strategic material in the “thirties. The other Western Eu- 
ropean countries generally show slight increases, implying 
that the growth in their industrialization has more than 
compensated for the trend towards reducing the consump- 
tion pattern. 


Japan shows an increase between 1948 and 1952, but the 
totals in this last year are still far below the volume im- 
ported in the years before the Second World War, prob- 
ably for similar reasons to those operating in Germany. 


Finally, it should be noted that a market for approxi- 
mately 65 thousand tons a year, and consisting of Czech- 
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Table 143. Copper consumption, by country groups* 
(Thousands of tons) 


eee 


Years ies Canada yo kei “helen Japan Total 
1948..... 1,221 100 38 400 424 65 2,248 
1949505. 937 92 53 497 390 45 2,014 
LOSOmars 1,245 97 48 554 409 64 2,417 
LOO TA. 1,242 122 86 608 424 95 Pease 
195 2 5c in- ) eae} 120 40 576 446 93 2,588 
195 3ireat ou Ff fe iis hs on sbpmM - 
nnn ee LEE aEEEE ESE 


Sources: Economic Commission for Europe, 
The European Steel Market in 1953; and Yearbook 
of the American Bureau of Metal Statistics, 1952. 


* Includes varying quantities of scrap refined 
in foundries customarily used for unrefined 
metal, especially in the case of Belgium, Japan, 
the United States and Western Germany. 


oslovakia, Hungary, Poland, and the other countries in 
Eastern Europe, has been lost. These republics are cur- 
rently supplied by imports from the USSR, although there 
has been some development of domestic production in 
some of them.’ 


Information on industrial activity in the Soviet Union 
is scanty. In order to estimate the state of its copper sup- 
plies, these are compared with crude steel output, because 
of the possible direct ratio between steel output and cop- 
per consumption. Data for other industrialized countries 
are added. (See table 144.) 


Table 144. Crude steel output and copper consumption 
in some industrialized countries, 1952 


Output of Copper Copper 


crude steel consumption consumption 

Country (thousands (thousands __ per ton of steel 

of tons) of tons) (kilogrammes) 
Wnited' States saree: 84,500 1,312 ISS) 
WISISI its ee, obama err 34,500 295 8.5 
United Kingdom.......... 16,700 353 21.1 
Western Germany......... 15,800 318 13.8 
France and the Saar....... 13,700 iS 8.2 


Source: Economic Commission for Europe, The European Steel 
ae in 1953; and Yearbook of the American Bureau of Metal 
tatistics. 


It will be seen that the United Kingdom has the highest 
copper consumption per ton of steel and France the lowest. 
United States consumption in 1953 was slightly below the 
1952 level, while crude steel output exceeded 100 million 
tons, so that copper consumption per ton of steel was only 


12.8 kgs. reducing the margin separating the United States 
and the USSR. 


The next stage is to examine the distribution of consump- 
tion in 1951-52 by groups of countries and regions in which 
it may be assumed that similar factors occur to determine 
copper consumption. (See table 145.) 


The first group includes the United States, the United 
Kingdom and Western Europe—excluding Germany—with 
a consumption of 1,984 thousand tons, that is, 76 per cent 


*The American Bureau of Metal Statistics attributes to these 
countries an aggregate annual output of 14,500 tons, and to the 
USSR an output and consumption of 295,000 tons in 1952. 
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b Includes: Austria, Belgium, Denmark, Fin’ 
land, France, Italy, the Neha aia Norway 
Portugal, Spain, Sweden, Switzerland and 
Western Germany. 

©Includes: the United Kingdom, Africa, 
Australia and Asia (excluding Japan). 


of the world total. In view of the change in the pattern, 

there seems no justification for expecting any greater con-__ 
sumption in this sector, unless the technological factors 
which unfavourably changed the pattern should cease to 
take effect. 


The second group consists of Western Germany and 
Japan, with 324 thousand tons, that is 12.7 per cent of 
world consumption. Both countries currently use smaller 
amounts of copper than during 1937-39, when their pur- 
chases were unusually high. Industrial activity in these 
countries is at a higher level than in 1938 and there is a 


Table 145. 


Distribution of copper consumption, 


by country . = 
y try groups,* 1951-52 i 
ae 
Percentage of 
Consumption consumption — 


Countries or regions (thousands to world 


of tons) consumption j 

Industrial countries with apparently relatively [ 

stable consumption: H 
UniteduStatess wee) oy hs dts tase. oe 1,277.4 49.3 
Western Europe (excluding the United 

Kingdom and Western Germany)....... 362.4 14.0 
United Kingdom.o ts 0 ee 344.8 13.3 
Industrial countries with higher pre-war { 

consumption: 
Western Germany eae es eoece carne 
Japaneses sso co toes mene oe eee } 323-8 12 
Countries whose industrialization has greatly 

increased in recent years: 
Canada eds srs.0:s suis Scala ane eee 120.7 4.7 
Latin America i... «chu aeaee 69.5 2.7 
Australia of ) o..3c e355 te ee tee 
Lidia. lee Upon ss ota se eee 89.6 3.5- 
Atricac ccc keetet tet ect eee | e96 a 

Tora, 2,588.2 100° 

USSR: thoes Ue. L eek ee 295 
Eastern, Europe. 3) ues / 4, eae 18> 


GRAND TOTAL 2,901.2 
Se eee 


Source: American Bureau of Metal Statistics. 


* Includes some consignments of old refined copper, especially: 


in Western Germany, United States and Japan. 


b Estimate. 
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The third group includes Africa, Australia, Canada, 
dia and Latin America, where industrialization has 
ickened its pace over recent years. Consumption, al- 
ough low, amounted to 280 thousand tons in 1952. Should 
dustrialization and the demand for copper continue to 
ow at the present cumulative annual rate of 8.2 per cent, 
gregate consumption might well rise by 130 thousand 
ns in the next five years and by 330 thousand by 1963. 


Finally there is the Soviet Union and the group of East 
uropean republics, for which a 1952 consumption and 
roduction of 313 thousand tons of copper has been esti- 
ated. The assumption that there was no copper shortage 
the USSR during 1952 is based on the fact that it has 
eposits in the Urals and Kazakhstan which are among the 
argest in the world. It therefore seems justifiable to as- 
ume that this sector can continue to supply its own re- 
uirements. 


b) Production trends 


Although there are copper deposits in many countries, 
yorld output is mainly concentrated in five regions, in the 
ollowing order of importance: (a) the western United 
tates; (6b) a belt in South and Central Africa which in- 
ludes Northern Rhodesia and the Belgian Congo; (c) 
ne Andes in the north of Chile and the south of Peru; (d) 
ne Urals in the USSR and (e) Canada. There have been 
hanges in all of them, in one direction or another, during 
ecent years, and projects are on foot which merit some 
1ention here.? (See table 146 for the global output of 
hese groups together with that of smaller producers which 
ave not been mentioned. ) 


It is evident that some countries have made efforts to 
evelop copper resources. The USSR increased its output 
y 64 per cent between 1948 and 1952; the Belgian Congo 
nd Rhodesia together showed a 36 per cent increase, but 
he United States only 9 per cent. In contrast, Canada’s 
roduction, which rose by 10 per cent in 1951, fell again 
1 1952 on account of labour problems. Latin America’s 
utput has declined slightly in absolute terms and even 
jore so in proportion to world production. 


>The USSR is excluded from this survey through lack of ade- 
uate information. 


This smaller real share of Latin-American output might 
be reduced still further if expansion plans for copper min- 
ing in other parts of the world take effect. Without entering 
into details beyond the scope of this survey, some indica- 
tions will be given of possible results in this direction, 
to provide an initial idea of the extent to which Latin 
America’s relative position would be affected. 


In the United States, where strategic considerations pre- 
vailed and mining companies were encouraged to work 
marginal mines,* the extension of operations on existing 
deposits and the mining of new ones will signify an addi- 
tional output of 140 thousand tons in 1954, some 90 thou- 
sand tons in 1955 and some 64 thousand tons in 1956,° by 
which time capacity will exceed one million tons. Since the 
Government has undertaken to purchase the metal ex- 
tracted from the new mines, copper exports to the United 
States will obviously become more difficult. 


The expansion programme in Africa is principally based 
upon an increase in the generation of power, upon mechan- 
ization, and upon the development of a mixed deposit of 
copper and cobalt in Uganda. 


Canadian copper companies, which maintained their 
high level of production, plan expansions calling for a 
65-million-dollar investment, particularly in the mixed 
mines (copper and nickel). 


Should all these plans materialize—most of them with 
United States financial support—the world’s productive 
capacity will increase by some 300 thousand tons during 
the next four years, that is by about 20 per cent over the 


1952 level. 
(c) Supply prospects 


Thus there would be an even greater disequilibrium with 
consumption, which at present shows no prospects of an 
increase. From a production deficit of 80 thousand tons in 
1952, there would be a change to a 270-thousand-ton sur- 
plus in 1954. In 1958 the surplus would amount to 566 
thousand tons, that is, a surplus equivalent to 22.5 per cent 
of the 1952 consumption figure, the peak level in recent 
years. 


This represents a cumulative annual increase of 3.45 per 
cent. For consumption to absorb the surplus—even assum- 
ing that no new technological changes are introduced to the 


*The incentives used to achieve this end were direct capital 
contributions by the State, purchase contracts at fixed prices and 
terms, and tax exemption on mortgage repayments. 

° See Engineering and Mining Journal, July 1953. 


Table 146. Share of productive regions in the extraction of world copper 


(Thousands of tons) 


Regions 1948 
PGE MMT op tb acc oceo ee COe 2,324 
Wnited States senivescre ce eels! ere 776 
Rhodesia and the Belgian Congo... 369 
Perwrand (Gbhilety. 3s cry wrecse. cio Gus ove: 463 
| TSH Ee ig ies <0 5 a et eet 180 
(Gi GE Se pees ic een ook rotors Apes 
Rest of Latin America........... 82 
Rest of the world.............-- 232 


1949 1950 1951 1952 

2,283 2,508 2,632 2,710 
691 831 852 846 
404 461 509 503 
399 393 412 435 
200 218 254 295 
239 240 245 234 
87 85 80 1 
263 280 280 320 


Source: Yearbook of the American Bureau of Metal Statistics. 
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Table 147. Estimates of theoretical copper output capacity ot Sa 
(Thousands of tons) lets 


Countries or regions 


LatineA m erica ete s oer ee reciente To wero 
Western Europe (excluding the United Kingdom).. 
Belgian Congo... 05... .0 ee eben ee ete essa eeees 
British Africa skys. S Rh. ola eiee nds crate thers 0 )010:« 
Australia’, dail. ot p)tta steels cl eis bivisieg-ateleleitele oe oe 
Asia (excluding Japan)...........-..--- On See 
Japany cael s lcd sspsyepuc biesle Gres age Seieph- Magee eee 


detriment of copper—industrial activity would have to keep 
pace with this rate of expansion. The question arises 
whether such a possibility exists in view of the medium- 
term trends at present evident. 


In this connexion it is worthwhile to study the respective 
position of the various producing areas in relation to the 
probable world market. The United States was the largest 
importer, followed by Western Europe (excluding the 
United Kingdom). The main exporter is Latin America, 
and Chile in particular, followed by Canada, the sterling 
area and Japan. Should the decline noted at the end of 
1953 be short and slight, then a rise in consumption may 
be anticipated within the next few years, before 1958. 
However, assuming that this increase does not material- 
ize, but that the 1952 consumption level prevails, then the 
supply position would alter. (See table 148.) 


According to this hypothesis, by 1958 the world market 
would be able to import 364 thousand tons a year, whereas 
the supplies offered by potential exporters might amount 
to 935 thousand totns. In the event that no interim agree- 
ment to regulate production on a negotiated basis had been 
reached, exporters will be in differing positions, depending 
on their costs or on the proportion of their output which is 
exported. 


Table 148. Balance of exportable copper surpluses, and deficits 
over the next few years, assuming constant consumption at the 1952 level 


(Thousands of tons) 


1952 1954 1956 i 1958 

ate 846 985 . 1,075. 1,139 
eae 234 285 284 
ete 512 597 597 597 
hit 118 118 118 118 
ls 207 207 240 240 
"bhi 375 500 517 560 
Si } 99 99 99 99 
var 53 53 53 53 

2,793 2,983 ~—-3,090 


Totat 2,444 
a 8 a a ee | a 
Source: Economic Commission for Latin America. 
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Latin America is the region least capable of using sur: 


charges on costs in the domestic market to provide a sub- 
sidy for exports.° On the other hand, it is doubtful whether 


. 


a unilateral reduction in output on the part of Latin 
America with a view to maintaining prices would yield 
good results. By 1956, if there had been no increase in 
consumption, Canada and the sterling area would be able 
alone to satisfy the aggregate copper requirements of the 
rest of the world. In the event of open competition, Latin 
America would have no alternative but to lower prices in ~ 
order to remain in the market. This would mean a substan 
tial decline in the economic contribution which copper min- 
ing countries—particularly Chile—had received from thi 
industry until 1952. 


2. Latin-American copper production 


Copper output in Latin America has declined over recent 
years in relation to the peak figures recorded in the past. 
Bolivia registered its maximum output in 1946, Chile in 
1944, Ecuador in 1945, Mexico in the twenties and Peru 
in 1938. In general, the reduction is due to the fact that — 
some mines have gradually been worked out without being 


* This disregards the possibility that some importing countries. 
may defend their domestic output by means of customs tariffs, 


to be imported, 


eee ee a 


Source: Economic Commission for Latin America 


Countries or regions : chee gas ahi 
Surplus Deficit Surplus Deficit Surplus Deficit i 
itited Statesmen = —387 | 
baer acarne RA — —297 — _ 

Canada Shc otee. Spa eae TENG Leslee 120 —- 170 — 170 oe | 
Dates erica seen anon nye 544 — 544, — 544 = 

Western Europe and its depend- ~~ 
encies (excluding the United | 
Mere)... Wi ccs gets be aa —161 — - 
Sterling area (including Asia ee a se | 
and excluding Japan)....... 152 169 — 212 : 
ABI 6 cc GON Ree 9 —_— 9 = 9 = : 
Tora 825 —548 892 —428 935 —364 | 
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laced by new enterprises or by extensions to the re- 
inder. In some cases new mines have not been opened 
ing to a material lack of reserves, and it should be noted 
this connexion, that mining prospection is inadequate 
ost throughout Latin America. In other cases, such as 
ile and Peru, there are known deposits which could be 
rked as economically as those being developed in Africa 
id the United States, for example, yet they have not been 
yi. worked.” (See table 149 for production since 


) Bolivia 


Bolivia’s copper output consisted exclusively of concen- 
tes obtained from the Corocoro mine, owned by a United 
ates company, but it has been declining gradually from 
maximum of 6,100 tons in 1945. In October 1952 
e company notified the Government of its intention to 
ose down, since the reserves were exhausted and the 
duction in the average grades together with the increase 
taxes made it no longer possible to operate the mine on 
1 economic basis. In order to prevent unemployment, the 
overnment rented the deposits to the company, abolish- 
g all tax charges except 5 per cent of the copper output, 


"The respective situations of Chile and Peru are fundamentally 
fferent. As they will be dealt with separately in the respective 
ctions, a general idea of some of the more interesting aspects of 
lat is happening in Latin America with regard to copper mining 
n be obtained only by reading both sections. 


\ 
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to be delivered to the Government at the port of Arica. 
This proportion was to be raised gradually to a maximum 
of 10 per cent. The duration of this special contract was 
to be used to explore for new reserves, but the search has 
apparently proved unfruitful. The definite closure of the 
mine was announced in the second half of 1953. 


(b) Cuba 


Work at two small new copper mines began in 1952 
and 1953. Even when they come into production, most of 
the country’s copper will continue to be supplied by the old 
Matahambre mine, which was extended in 1950 to provide 
an annual capacity of nearly 21 thousand tons. A fire de- 
stroyed some of the mine installations, and reconstruction 
and extensions have since been proceeding; they are ex- 
pected to restore the extraction rate in 1954 to the 1950 
figure of 21 thousand tons. Cuba’s total output in 1953 
remained practically the same as in 1952. 


(c) Chile 


Chilean copper is extracted from three large mines 
financed with United States capital and from over 400 
medium and small mines owned by Chilean and some 
French capital. To simplify the analysis, the production 
of each of these groups since 1948 is shown separately in 
table 150, together with the maximum production figure 
achieved before that year. 


Table 149. Latin America: Copper output 


(Thousands of tons) 


Years Chile Mexico 
NAST arctan staked os 444.9 59.1 
1): KO oa <p crsiet 371.1 Sie 
NOSSO Ph. 360.9 61.7 
HOSTAL. S 378.1 67.3 
WQS 2s . AA 406.5 58.4 
Kesey ae atts one 339.0 58.0 


Peru Cuba Bolivia Totals 
18.0 15.2 6.6 044.3 
28.0 14.1 Ia). 479.9 
30.3 20.9 4.7 479.1 
O2Ez 19.2 4.8 501.7 
29.8 17.3 4.7 516.7 
30.0 VAS 4.0 448.0 


Sources: Yearbook of the American Bureau of Metal Statistics, 1953; and official statistics of the 


countries concerned. 


® Includes small-scale producers, for example Ecuador. 


b Estimates based on partial data. 


Table 150. Chile: Copper output, by enterprise groups 


(Thousands of tons of refined copper) 
ee EE TEEEE TIEN ETEaTEET ES 


Large mining companies® sees Geile 
Years Chuquicamata Potrerillos El Teniente Total aes. total 

444.8 

LOAS. qacy entskekets cited) Se 207.9 67.9 149.0 424.9 19.9 
LOAQ aes ad sickrs pn. era: 175.8 49.2 126.5 351.5 20.3 371.8 
EOS OUR Sem bey cyte ceedings 155.8 45.9 143.2 345.4 15.9 360.9 
ISOLA peo er eet clo ee 163.5 41.3 NEG 360.1 17.9 378.1 
LUC EVA SE Eo Ais ota een 159.2 47.0 167.6 373.9 By 406.5 
UO SS aretereasigieio «Wie seitere « Jiaygiel 41.0 127.3 3200 25.9 avllet®) 


211.46 94.3° 


Sources: Direccién General de Estadistica, 
Yearbook of the American Bureau of Metal Sta- 
tistics, and data from enterprises concerned. 

* Large mining companies are financed by 
United States capital. Small and medium-scale 


work with domestic investment and with French 
contributions in some cases. 


b 1944, 
©1941. 
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Most of Chile’s copper mining industry was operating 
considerably below capacity during 1953, particularly 
since the capacity of Chuquicamata, the largest mine, had 
been increased by 80 thousand tons in 1952, as noted in 
the Economic Survey of Latin America, 1951-52. The de- 
cline in production is due to the difficulty of selling copper 
on the world market at the prices which Chile tried to ob- 
tain, and to shutdowns caused by wage disputes. 


Although this study is mainly concerned with 1953, it is 
essential to consider past events in order to obtain a better 
appreciation of the present situation. The United States 
Government agreed in May 1951 that United States con- 
sumers would pay, for 80 per cent of the output of Chile’s 
large mining companies, 3 U.S. cents per pound more than 
the basic price fixed for domestic copper. There was thus 
a dual price: 27.5 cents for Chilean and 24.5 cents for 
United States and other copper. The Chilean Government 
decided that the 3 cent difference should be paid into the 
Treasury and that the 50 per cent tax on company profits 
should be computed on the basis of a price of 24.5 cents 
per pound. The remaining 20 cent of the copper output 
was sold elsewhere in the world at a much higher price, 
some shipments securing as much as 54 cents per pound. 
As in the first case, the difference between this selling price 
and 24.5 cents was taken in full by the Chilean Treasury. 
The agreement with the United States was terminated in 
May 1952 and within a short time price controls on im- 
ported copper were lifted by the United States Government. 
The Chilean Government fixed a price of 36.5 cents for all 
copper exports, receiving the full difference between this 
and the selling price for United States copper, which was 
24.5 cents. 


Shortly afterwards, all copper imported by the United 
States rose in price until it reached the Chilean level; in 
view of this, imports from all sources rose considerably, 
until there was no longer any shortage. In February 1953, 
the United States Government lifted price controls on do- 
mestic copper, and within three months the price rose to 
30 cents per pound, while copper imports, except from 
Chile, fell to this same figure. For the rest of the year the 
price ranged between 29 and 30 cents. The only exceptions 
to this rule were some consignments sold by the large 
mining companies in Chile at the price of 36.5 cents fixed 
by the Government, which were purchased by the United 
States processing industry owned by the same companies. 


Eventually the Chilean Government maintained the price 
of 36.5 cents per pound until October 1953, but Chilean 
sales were hampered by an adequate world supply at lower 
prices. Unsold stocks accumulated, as the months went by, 
in spite of the cutback in Chilean output through lack of 
sales. Overtime was eliminated, and more effective meas- 
ures followed. The production capacity of the large mining 
companies amounted to some 470 thousand tons in 1953, 
but because of these events (strikes and the lack of sales) 
only 314 thousand tons were actually produced, of which 
110 thousand remained unsold at the end of the year. 
Simultaneously, copper stocks in the United States rose 
some 70 thousand tons above the figures for the end of 


1952. 


The reduction in consumption, when added to the in- 
crease in productive capacity which is taking place and 
will take effect within the next few years, particularly in 
the United States and Africa, points to keen future com- 
petition on the world copper market. 


Part II. The main branches of production 


Due to the multiple exchange system, copper productior 
costs in Chile are related to the exchange rate applied to 
the companies’ expenditures within the country. Under 
1952 conditions and with the industry working only ata 
percentage of its capacity, the average production cost can 
be estimated without any great margin of error. (See table 
Tole) 


Table 151. Chile: Estimate of average probable cost 
of copper under 1952 working conditions and with 
different dollar exchange rates* 


U.S. cents per 


Exchange rates 
pound of copper 


(pesos per dollar) 


MISERY rE ean Ae rine oma ooo O96 21.6 
30: ach opie s «ie eta: ae pee 14.2 
LOO). ie scnant lesciphedegex iene a ee Renae 11.8 
Ib eee eoria vos ooo are: 45x 9.4 


Source: Data based on a distribution of expenditure prepared by . 
the Banco Central de Chile. 


* Does not include reserve for depletion of the field. 


The figures in this table should be compared with a cost 
of 14 U.S. cents per pound for Rhodesian copper.® The 
costs shown for Chile are averaged for the output for the — 
three mines. The one with the lowest productive capacity — 
has considerably higher costs, however. Thus the costs of — 
the two large mines, Chuquicamata and E] Teniente, with — 
a present joint capacity of some 400 thousand tons, arely 
even lower for each of the alternatives considered. \" 


(i) Chuquicamata. The company completed, in August 
1952, the construction of a new sulphide ore flotation 
section, and in November of the same year started to smelt 
these ores to produce blister copper. The new unit has a 
capacity ranging from 75 to 85 thousand tons of blister 
copper a year, depending on the grade of the concen- 
trates. This factor, added to the estimated 200 thousand 
tons a year of electrolytic copper from the oxide plant, 
theoretically raises the combined capacity to some 280 — 
thousand tons a year. In practice, however, the real capac- 
ity was less. It does not exceed some 240 thousand tons — 
annually, owing to the necessity of treating in the two — 
installations successively batches of ore containing both 
oxides and sulphides in amounts warranting double treat- — 
ment. On the other hand, the remaining reserves of oxide 
ores represent approximately 1.5 million tons of fine cop- 
per; the period of working is conditioned to the rate of 
production, which cannot exceed the 200 thousand tons a 
year which is the plant’s capacity. The cost of this work, 
originally budgeted at some 120 million dollars, actually 
amounted to almost 180 millions owing to the increase 
in the cost of imported materials and of wages in Chile. 


' 


It is obvious that if the company wishes to maintain the 
present capacity once the oxide ore has been worked out 
it will have to build new sulphide processing plants. There 
are no problems from the point of view of reserves, their 
volume being so great that they have never been accurately 
determined. Among the projects being studied in relation 
to this problem is one under which the present open-cast 
mining would be replaced by underground mining. It is 
possible that the consequent higher costs would be largely 
offset by the slight enrichment of the ore grade which, as 
drillings have shown, takes place as the depth increases. 


* Statements by the Board of one of the companies in the area. 
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(ii) Potrerillos. Of the three three Chilean mines 
rtrerillos has the greatest technical and economic diffi. 
Ities, which are due to the gradual decline in the average 
e grades. When the reserves were originally proven in 
335 during the early stages of the mine’s operations, they 
re estimated at 130 million tons, with an average grade 
(15 per cent of copper. To date some 150 million tons 
ore with a grade slightly below 1 per cent have been 
orked. It is estimated that the active life of the deposit 
ill be some 5 to 6 years more if the present conditions of 
orking are maintained. Areas have been found in which 
e grade is slightly lower, allowing for an additional pro- 
iction of some 225 thousand tons of copper. When these 
eas are worked, costs will rise not only on account of the 
wer ore grades, but also because of the greater hardness 
‘the rock, which will necessitate the use of more explo- 
ves and labour. It may therefore be anticipated that the 
orking of these additional reserves will not be econo- 
ically sound under present taxation conditions, even 
1ould prices remain favourable. 


Despite the almost marginal position of this mine over 
period of years, some enlargement of the mills has been 
ndertaken to ensure total capacity utilization of the con- 
trating plant and the smelting furnaces, thus partly 
{setting the effects of closing the oxides section. 


(iii) El Teniente. Except in 1953, this company has 
mntinued to raise its electric power generating capacity 
lightly, the shortage of electrical energy being one of the 
ictors which limit production, especially in drought years. 
urthermore, a programme of mil] renewal and expansion, 
hich will lead to a slight increase in capacity is being 
ndertaken. 


(iv) Medium and small mining. This branch, which has 
lways operated at high cost and has received more fav- 
urable taxation treatment than the large mines, took ad- 
antage of the high prices in 1951 and 1952, since excesses 
ver 24.5 cents were, after payment of income tax, entirely 
t the producers’ disposal. As a result, the small and me- 
ium companies increased their output from some 20 
1ousand tons annually—the average over recent years— 
) 32 thousand tons in 1952. A large proportion of excess 
rofits was re-invested. The high prices coincided with the 
stablishment of the small national smelting plant at 
aipote, a factor of substantial value to the smaller com- 
anies. As a result, it was unnecessary to export ores and 
oncentrates for smelting, blister bars, which are more 
asily marketed overseas, being exported instead. 


Medium and small mining companies did not operate 
t full capacity in 1953 since during most of the year there 
rere no buyers at 36.5 cents per pound and the Govern- 
nent was reluctant to permit small supplies from this 
ource to interfere with its general price policy. Aggregate 
utput, in terms of exports, therefore fell to some 25 thou- 
and tons. At the end of the year considerable tonnages 
f ore and concentrates awaited a change in the Govern- 
nent’s policy; the capital of the Paipote smelting plant 
ras raised to a figure which would allow of the purchase 
nd treatment of these materials. 


d) Mexico 


In Mexico, copper mining as such received no incen- 
ve from the high prices prevailing in recent years, prob- 
bly because no new deposits have been found that could 
e operated on an economic basis. Cananea and Moctezuma 


—owned by United States companies—and E] Boleo are the 
only important copper deposits which have been worked 
recently; their combined output approaches 40 thousand 
tons a year. (See table 152.) This capacity will be reduced 
within the next few years, as the definite closing of the old 
mine at El Boleo in Baja California was announced at the 
end of 1953. This mine was originally owned by a French 
company, being later—at the end of the Second World War 
—transferred to the Mexican Government; it had become 
unprofitable for private enterprise because the ores were 
virtually worked out. Exploration for new reserves has 
apparently been unsuccessful. 


Table 152. 
(Thousands of tons) 


Mexico: Copper output 


Mines producing Copper from 

Years copper only® mixed minerals Total 
LOAS Scoot ee 44.0 15.0 59.0 
LOAO MS oe oe 43.8 13.4 57.2 
LOSO seer one. 43.6 18.4 62.0 
LOST Re set ers 40.9 26.4 67.3 
LOD 2 ve var shomiias 38.1 20.4 58.5 
LOSS aercarhtereuspeloses oe ome 58.0° 


Sources: Direccién General de Estadistica; and Yearbook of the 
American Bureau of Metal Statistics. 


* Includes the El Boleo, Cananea and Moctezuma mines; the 
last-named mine is represented by export figures. 

> Because of differences between totals given by Mexican sta- 
tistics and the details on individual concerns published in the Year- 
book of the American Bureau of Metal Statistics. 

c Estimated on the basis of ten months. 


The slight increase in copper production during 1951 
and 1952 was due to the large amount of blister bars pro- 
duced by plants processing mixed ores containing silver, 
lead, zinc and copper. Output rose from 15 thousand tons 
annually at the beginning of the post-war period to 26 
thousand tons, declining again when lead and zinc prices 
fell during 1952. Mexico’s total copper output therefore 
depends not only on the copper cycle, but also on that of 
other metals. 


(e) Peru 


At present there is no large mine being worked in Peru 
exclusively on the basis of copper. Output, which has fluc- 
tuated around 30 thousand tons in recent years, is mainly 
derived from mixed mines which produce silver, zine, lead, 
gold and other metals, in addition to copper. (See table 
1530) 


Table 153. Peru: Copper output 


(Thousands of tons) 
ee 


Years Cerro de Pasco Huarén Other mines Total 
OAS heer 12.9 1.9 ees 18.0 
L949 Fok cress tae ileal Tigi yy 28.0 
NOS Ose erecaue 20.3 Dale 7.9 30.3 
NOR ete, BSE 22.8 ies) 7.9 32.2 
O52 arteries y 20.3 1.4 8.0 29.7 
LOSS ee atta: ae fi a 30.05 


Sources: Anuario de la Industria Minera del Peré; and Yearbook of 
the American Bureau of Metal Statistics. 


s Estimate. 
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The major share of output is provided by a United 
States company, which until 1940 had a productive capac- 
ity of over 35 thousand tons a year. Output has fallen since 
1946 to a minimum of 12,800 tons in 1948, while a new 
electrolytic refinery was being installed with an ap- 
proximate annual capacity of 22 thousand tons. This new 
installation has been working almost to capacity since 
1949, Another, smaller company, financed with French 
capital, smelts mixed ores and also produces blister copper. 


The high prices in 1951 and 1952 encouraged many 
small mines, assisted by the Banco Minero del Pert, to 
work to full capacity and increase their output of mixed 
metals. Copper concentrates from this group rose from 
some 3,000 tons in 1948 to 8,000 in 1952. The fall in the 
prices of zinc and lead, which are associated with copper 
in this industry, will undoubtedly cause a number of these 
mixed mines to become marginal producers. A decline in 
Peruvian copper output may therefore be anticipated, at 
all events until lead and zinc prices improve. 


The only Peruvian deposit of any size that is exclusively 
copper-bearing is at Toquepala in the south, near the 
Chilean frontier. Reserves of 360 million tons, with a 
grading slightly above 1 per cent have been proven to 
date. A United States company has prepared a plan to in- 
vest 168 million dollars in a mine with a productive capac- 
ity of 90 thousand tons a year. The money was to be pro- 
vided by the company, partly by the Export-Import Bank 
and partly by the Defense Materials Procurement Agency. 
Unfortunately the foreign capital has not materialized, so 
that the project has been shelved, despite the fact that 
the Peruvian Government, when formulating the new min- 
ing code, in 1950 abolished the export duty on copper and 
undertook to confine taxation for a twenty-year period to 
20 per cent of the profits after deduction from the latter 
of 15 per cent as a reserve against exhaustion of the de- 
posits. 


Ill. Tiv 


1. Disequilibrium between world production 
and consumption 


The position of tin on the world market deteriorated 
considerably in 1953 owing to the excess of production 
over consumption which had prevailed for several years. 
Output reached a post-war peak as a result of the gradual 
recovery of the Far Eastern producing countries where 
mines had been destroyed during the war. Bolivia’s pro- 


duction also reached a high level, above that of the pr 
vious four years. This may well be an indication that tl 
difficulties which arose from the nationalization of th 
mines were rapidly overcome. (See table 154.) 


Despite the steady rise in output, the pre-war level; 
which averaged approximately 180 thousand tons durin; 
the 1936-39 period, have not yet been restored. Nor has 
consumption which averaged some 160 thousand tons ar 
nually in 1936-38 and has stood at some 130 thou 
sand tons in recent years, been restored to its former level 
World consumption exceeded this average in 1950 as 
result of the stimulus provided by falling prices due t 
the substantial surplus of the previous year. 


The decline in consumption as compared with the pre 
war period is basically due to the new techniques adopted 
by industry in order to economize in the use of this metal 
or to replace it by other materials, a process which was 
particularly in favour during the war because of the difi- 
culty of obtaining supplies from Asia. As a consequence 
there has been a production surplus of some 40,000 tons 
in each of the last two years. 


As the surpluses were almost entirely purchased by the © 
United States as a strategic reserve, they exerted no adverse | 
effect on the world market until mid-1953. During the | 
second quarter of 1953, however, there was a 20 per cent 
drop in the New York price for this metal, and the down. ~ 
ward trend continued in the following months. The weak 
ness of the market, which resulted in a 32 uer cent fall in 
prices between the first and third quarters of 1953, was in- 
tensified by reports that United States purchases had ex- 
ceeded the estimated strategic reserve figur by 38 thou 
sand tons. 


Further, since the technological changes causing the 
consumption decline have continued, there is little hope of 
a short term increase of demand, at all events until industry 
is given other incentives to consider new uses for this metal. | 


If 1948 is taken as the base year and the eight industrial- 
ized countries that consumed 71 per cent of the total world 
output in 1951-52 are considered as a whole, it will be 
seen that there was an increase of 31 per cent in industrial 
production during that period, while tin consumption over 
the average of those two years experienced a drop of 4 
per cent, the downward trend continuing in 1953. (See_ 


table 155.) 


Tin is not utilized to any great extent in the production 
of strategic materials. The rise in consumption duing 1950, f 


' 
Table 154. Output, consumption, surplus and prices of tin 
(Thousands of tons) 
eee es LE re 1 PR PRE oe 
World Bolivi 
Years mmoduction pte hieei hee Surplus 4 Seay a" 
O48 Bet aed ee eee ae Pe 153.9 36.7 130.5 23.4 99.20 . 
LOAD. .ceasctemt ee eto 164.6 33.6 115.0 49.6 99.34 
O50. sree eases eee 169.1 30.7 J51.5 17.6 95.56 | 
OD Let smcte, fh cee MAU FY 32.6 139.5 See NBS aii 
IOS Sar PRONG Pes Wide 31.4 130.0 43.7 120.43 a 
4. ES Sac 177.3» 34.8 131.6 38.6 95.20 : 


nt eS de Be 
Sources: International Tin Study Group and official Bolivian statistics. 


* U.S. cents per pound. 


b ° : . 
Estimates based on ten months’ production and consumption. 
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Table 155. Tin consumption in eight 
industrialized countries 


Consumption per each 100 dollars of 
industrial production 


Bic en 
j Ss ousan United i 
of tons) States Penn Higa 
(kilogrammes) 
Be be panes. 100,742 0.165 0.316 OnI25 
. RS 83,924. 0.139 0.24.4 0.105 
‘, See 117,391 OWS 205251 0.130 
i 4 SS 104,345 0.134 0.248 0.117 
: 89,196 0.103 0.246 0.101 
. noe 93,698 0.117 0.188 0.089 


urces: International Tin Study G ; and Unit i 
nthly Bulletin of Statistics. RAR RO Salar SHEERS 


Austria, Belgium, France, Italy, Sweden and Western Germany. 


ich might be attributed to accelerated armament pro- 
ction, was in fact the result of a tendency on the part 
private industry to stock-pile against possible shortages 
d of an increase in the production of food containers for 
armed forces. These factors disappeared as international 
sion declined, and some of the stocks were used in the 
ars that followed, so that actual consumption may have 
ered from that indicated by the official figures given 
re. Even if the long-term prospects were less unfavour- 
le, the immediate problem of a regular production sur- 
us of about 24 per cent would not be solved. 


An increase in consumption may be anticipated in the 
s highly developed countries, but their aggregate ton- 
ges are at present very small and the possible rise would 

inadequate to solve the problem of disequilibrium. 
oreover, as soon as a country’s consumption reaches 
substantial figure, measures are adopted to economize 
the use of tin. Brazil, for example, is installing a plant 
Volta Redonda to manufacture tinplate by the electro- 
ic process, which will replace the immersion process 
ed at the old plant. 


Lastly, the increasingly large quantities of tin obtained 
om scrap have an additional unfavourable influence upon 
e expansion of the market. In the United States the con- 
mption of tin from scrap in proportion to that of tin 
om the mines rose from 34.3 per cent in 1948 to 38.2 
1952, and fell to 34.8 per cent in 1953. It may be as- 
1med a similar tendency will become apparent in other 
yuntries as tin consumption increases. 


2. The International Tin Conference 


Since all the tin producing countries are under-devel- 
ped and depend mainly on tin exports to finance their con- 
imption needs and their economic development, the 
nited Nations convened a meeting of the principal pro- 
acing and consuming countries. 


In the past, organizations have been established to 
shieve stability in the tin industry by balancing consump- 
on and output so as to permit high cost producers to 
yntinue in business. At times, such organizations have 
21d executive powers to establish production quotas and 
ave maintained buffer stocks. During and after the war, 
eir activities were confined to research, as in the case of 
e International Tin Study Group, upon which the recent 
nited Nations Tin Conference in Geneva was based. 


The organization proposed by this Conference consists 
of a group of producers and consumers comprising the 
International Tin Council, with headquarters in London. 
This body has executive functions and will be entrusted 
with the regulation of output and consumption. Producers 
and consumers will be represented separately. To balance 
production and consumption, the establishment of buffer 
stocks is contemplated, to consist of 10 thousand tons as a 
beginning and to reach a maximum of 25 thousand tons. 
In addition, a minimum price of £640 sterling per ton® and 
a maximum price of £880 per ton, equivalent to 0.82 and 
1.12 dollars per pound weight, respectively, have been 
established. When tin prices exceed £800 sterling per ton, 
the Council will sell the buffer stocks on the market. Con- 
versely, when the price drops below £720 per ton, the Coun- 
cil will effect purchases. In order to obtain funds or ton- 
nages for these market activities, the contribution to the 
reserve will be a maximum of 75 per cent in metal and the 
balance in sterling or dollars. 


The Council will peg export quotas every three months 
in accordance with estimates for production, consumption 
and the trade in tin, simultaneously establishing the size 
of the buffer stocks. Export quotas will be divided in pro- 
portion to the number of votes for each country, without 
permitting an excess or deficit of more than 5 per cent. 
This organization cannot be considered as a definite solu- 
tion to the problem, but it will allow for a readjustment 
system in production and consumption, capable of cush- 
ioning the consequences of a crisis. 


3. The mining situation in Bolivia 


Bolivia produces almost 97 per cent of Latin America’s 
tin output, and its situation is the only one that merits an- 
alysis here, since only small tonnages are obtained from 
Argentina, Brazil, Mexico and Peru. 


Bolivia is among those large world producers most af- 
fected by market instability, for three fundamental rea- 
sons: (a) it probably depends most upon tin exports to 
cover imports; (b) production costs are among the high- 
est; and (c) a substantial part of the ores and concentrates 
exported are of low content and contain impurities; they 
therefore require special treatment in refineries; and as a 
result, the number of foundries and refineries capable of 
handling Bolivian tin is extremely limited. 


Since 1929, the average ore grade has been declining, 
the working faces have receded further from the mine en- 
trance—so that underground transport is lengthened—and 
the thickness of the veins has been declining. The shortage 
of rich tin veins to meet production programmes has meant 
that increasing proportions of mixed ores, with a growing 
degree of complexity, have been worked. The average tin 
content of the ores worked in Bolivia has shown a progres- 
sive decline from 3.94 per cent in 1929 to 3.08 per cent 
in 1939 and 2.18 per cent in 1950. Elsewhere in the world 
the corresponding percentages remained steady, or de- 
clined less. 


No precise information is available for recent years, 
but it is probable that the situation has continued to de- 
teriorate. This may be proved by the fact that during 
periodic discussions concerning the role of mining in 
supplying foreign exchange and taxes—an increase which 
was necessary for economic development—the possibility 


® These figures are based on long tons of 1,016 kgs. 


has been studied of modifying extraction methods in some 
mines by abandoning the veins and treating large masses 
of lower-grade ore in order to obtain dispersed tin. The 
process is similar to that employed for porphyritic cop- 
per deposits. 


Broadly speaking, Bolivia’s tin mining industry has 
overcome the difficulties of the reduction in the ore grades 
treated and has mechanized mining in order to increase 
labour productivity, perfecting the methods for concen- 
trating increasing quantities of complex ores required on 
the world market. (See table 156, comparative figures for 
labour productivity in several tin producing countries.) 


It may be seen that Bolivia’s productivity has followed 
an upward trend, in spite of the reduction in the average 
ore grade. Output is almost the same as that of Malaya or 
Indonesia, double that of Thailand and some eight times 
greater than in Nigeria. No data are available to compare 
real wages of Bolivian workers with those in Malaya or 
Indonesia. These countries are regarded as low-cost pro- 
ducers, although their output per worker is almost the 
same as in Bolivia. 


High transport charges are another factor in excessive 
costs. In the interior it is often necessary to haul very low 
grade ores to concentrators particularly suited to their 
degree of complexity, using very primitive means of trans- 
port. The tin recovery rate, especially from more complex 
ores not presenting the simplicity of casiterite, is low and 
seldom exceeds 60 to 65 per cent. Consequently, in such 
cases, the ores must be hauled through long underground 
galleries or over poor roads in order, at the end, to re- 
cover one per cent or less of refined tin. The concentrators 
produce metals with grades ranging between 18 and 62 
or more per cent, which are taken first to the Pacific and 
later to smelters in Europe or the United States. The aver- 
age grade of the casiterite concentrates produced in the 
Far East is 70 to 77 per cent and the smelting is mostly 
carried out in Malaya. 


Thus, in order to increase its competitive prospects on 
the world market, Bolivia is determined to improve domes- 
tic transport and to raise the grades of ores and concen- 
trates as a means of reducing the waste tonnages which 
at present are transported overseas. Research and experi- 
ments are being intensified and acid factories are being 
installed, especially for hydrochloride, to modify the 
chemical compositions of some of the ores and increase 
concentration. The Bolivian Mining Corporation is study- 
ing this problem, and has contracted a concentration ex- 
pert through United Nations Technical Assistance Admin- 


Part II. The main branches of productior 


istration. The ideal solution would be to melt the ore 
in Bolivia, since freight costs for transport to the coast and 
by sea would then only affect the refined metal. 


Bolivia is now faced with the serious problem of the 
projected closing down of the Longhorn Smelter at Ho 
ton, Texas, owned by the United States Government, wh 
since April 1942 has bought and smelted the entire output) 
of Bolivian concentrates. This excludes tin produced by) 
a large group of mines, which has always been refined | 
in the United Kingdom.” The closure of the Texas smelter’ 
—if it takes place—will oblige Bolivia to solve the prob: 
lem of smelting its complex concentrates. . 


Since the nationalization of the principal tin mines, th 
Government’s efforts have been focused on: (a) main 
taining the rate of output and exports prior to nationaliza- 


ig 
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tion; (6b) reducing transport costs by improving roads 
in mining districts; (c) raising the recovery of tin at the 
concentrators to obtain higher tin percentages as a means 
of reducing freight charges and smelting costs; (d) in 
vestigating the possibility of a smelter which would finally 
solve the difficulties of placing concentrates with a com- 
plex composition and would permit greater sales flexibility, 
In addition, the Government has undertaken a broad pro- 
gramme for diversifying the economy in order to make 
the country less dependent upon the world tin market. 
All these projects imply heavy capital investment, a sub- 
stantial amount of which would be in foreign currency. 
For the present, the only means of achieving even tem- 
porary stability and of gaining time to improve the over- 
all domestic situation, would be the ratification of the 
World Tin Agreement. But this would not entirely solve 
Bolivia’s problem. High production costs would remain, 
while the world lack of balance between production and 
consumption, which the agreement aims at eliminating, 
would reduce output for all producers, including Bolivia. 


IV. LEAD AND ZINC?2 


1. Principal market factors 


The factors affecting production of these metals in 1952 
and 1953 bore a certain resemblance to those applying to 
copper. Nevertheless, lead and zinc have shown greater 
sensitivity to fluctuations in demand and prices. — 


_ ** Consisting fundamentally of casiterite, with which ore smelt- 
ing Deepiees are are 
e Government has more than succeeded in doi i i 
1953. (See again table 154.) oe ae 
** The reason for considering lead and zinc together was already 
noted in the Economic Survey of Latin America, 1951-52. In gen- 
eral deposits being worked show a mixture of both metals. 


Table 156. Annual tin yield per worker* 


(Tons per annum) 
re 


Years Malaya Indonesia 


1948. 1.060 1.067 
NOAO aie. 1.189 1.265 
V9SOLtscto eee eiels 1.237 1.465 
LOS. soe tetaaeeee 1.264 1.333 
PEP-RABNGd Aten aooG 1.290 1.133 


Bolivia 

Thailand Large igeri 
ae ean is ues Small mines Rae 
0.413 1.002 0.516 0.244 
0.583 — — 0.156 
0.782 1.229 1.219 0.151 
0.654 1.136 — 0.141 
0.649 1.181 — 0.137 


Source: International Tin Study Group (Yearbook 1952 and Supplement 1953). 


® Refined tin contained in concentrates. 
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Firstly, the incentive of higher prices caused by the 
rean War brought about an increase of 34 per cent in 
c production and 22 per cent in lead production be- 
een 1948 and 1952, while copper output rose by only 
per cent during the same period. But since the rise 
lead and zinc consumption was less marked, surpluses 
ape and by mid-1952 there was a sharp fall in 
ces, followed by declining output. On the other hand, 
e high price of copper continued for another year. 


Zinc is considered as a strategic material, while lead is 
t. The zinc control measures adopted by the United 
ates Government were similar to those for copper. A 
ymestic price was fixed for domestic and imported zinc, 
msumers were encouraged to buy all the zinc they could 
gtain and production in marginal lead and zinc mines 
as fostered by means of purchase contracts with specific 
ices and terms and direct capital investment. 


1) World consumption trends 


The same procedure has been followed as in the case 
copper in estimating the ratio between industrial output 
id lead and zinc consumption in the industrialized coun- 


ies. (See table 157.) 


All these countries show a downward consumption 
end for both metals in relation to industrial output. This 
ndency is particularly serious in the United Kingdom, 
here lead consumption fell in 1952 to 48 per cent of the 
vel attained in 1948, while for the same period zinc 
msumption fell by 66 per cent. In the United States, the 
ily country for which 1953 data are available, lead con- 
imption appears to have been stabilized, while zinc con- 
imption shows a slight recovery. In fact, taking changes 
_stocks into account, it is probable that consumption has 
aintained its ratio to industrial output during the last 
ree years. 


A glance at chart LXVII provides some idea of the im- 
yrtance of substitutions by other metals during the period 
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of rationing and high prices. This chart also shows con- 
sumption of copper, lead and zinc in the United States 
for each 100 dollars of manufacturing output at 1938 
prices. In the case of copper, the rate of consumption was 
lower in 1953 when manufacturing output was higher, 
while a slight recovery could be noted in the case of lead 
and zinc. This was probably due to relatively lower prices 


Chart LX VII 


METAL CONSUMPTION IN THE UNITED STATES 
FOR EACH 100 DOLLARS OF INDUSTRIAL 
OUTPUT AT 1938 PRICES 


(Natural scale) 


a 1948 1949 1950 1951 1952 1953 


Source: Yearbook of the American Bureau of Metal Statistics. 


Table 157. Lead and zinc consumption in eight industrialized countries 


Consumption per each 100 dollars of industrial production 


Consumption United United Western Europe 
Years (thousands of tons) Total States Kingdom (6 countries)* 
(Kilogrammes) 

I. Lead 
OAS eadiverMercrekenonshorars¥ororest 1,412 2.50 218 2.36 1.72 
ROAG Se tater: Byseetetav cle. c:« 1,182 2.07 2.28 1.84 1.66 
1 915) (oper ene Ae igs 2.09 al et LNSeee 
NOS Ue hy Wrore yok cakes asl axes 1,566 Zul 2.42 1.69 1.87 
VS PEa eo Ce Oe 1,424 1.81 2.24 1.13 1.62 
OS ee eit rercge nares ehaveyo.c aici ar 2.23> ae 

II. Zine 
UA Biretewe srets w thee Shue ee. 1,230 2.18 2.01 2.80 2.29 
WO AORA ies Bio tie a Stee ete 1,176 2.05 1.87 2.33 2.02 
TOS Ose Se eters tetra one 1,451 2.20 2.16 2.56 2.03 
5 ae aes 5 cosconstey:o, Rane ti e'cah 1,425 1.98 1.96 1.95 2.02 
IA: SER ReTe A oo oO 1,346 1.84 (63 1.86 2.02 
QDS Meaehecs aves cre ol aleters: 015 a’ 1.85> 


Sources: For industrial production: official 
statistics from the respective countries, and the 
United Nations Monthly Bulletin of Statistics; 
for metal consumption, Yearbook of the Ameri- 
can Bureau of Metal Statistics. 


and Western Germany. 


Journal, February 1954. 


* Austria, Belgium, France, Italy, Sweden 


b Based on a preliminary consumption esti- 
mate published in the Engineering and Mining 
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and abundant supplies in 1952-53, which discouraged re- 
search into substitutes. It should be noted that the de- 
terioration of the zinc market in 1953, in comparison with 
the peak 1948 period of the previous cycle, was only 7 
per cent, whereas copper and lead fell by 18 and 19 per 
cent, respectively. 


If the falling off in industrial output which began in 
the second half of 1953 should continue or become accen- 
tuated in 1954, there will be a reduction in the consump- 
tion of both lead and zinc and in addition a tendency to 
close marginal mines. This movement had already begun 
in the United States during 1953 when as a result, there 
was even greater pressure to obtain higher tariffs than 
those currently in force. . 


To provide some idea of the supply situation in the 
USSR, lead and zine consumption has been related to 
steel production. (See table 158.) The substantial varia- 
tions are probably due to the fact that each country pre- 
ferred, whenever possible, to use the metal produced in 
greatest quantity within its own territory. This is to some 
extent reflected in the Soviet Union’s consumption rates, 
sirice they vary between 63 and 65 per cent of the average 
in other countries. It may thus be assumed that either the 
structure of heavy industry is such that it does not require 
greater supplies of non-ferrous metals, or else there is a 
uniform shortage of them. 


! 


} 
Table 158. Relation between consumption of non- 
ferrous metals and crude steel output in several 
countries, 1952 


(Kilogrammes of non-ferrous metal per ton of steel produced) 


Countries Lead Zine 
Wnited§Statestrareertaceemen +. cs 8.43 9.9 
WSSRa eae titeyayt: Bicteke hus casssneicth 4.45 5.4 
WnitedeKingdom=peneee ri. se ee 6.45 10.3 
WiesterniCermanyra1 = ase tal 8.35 
France (including the Saar)...... ello, 8.9 


Sources: American Bureau of Metal Statistics; and Economic 
Commission for Europe, The European Steel Market in 1953. 


a Estimates of the American Bureau of Metal Statistics. 


Table 159. World lead output 
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(b) World output trends 


World lead output in 1952, excluding the USSR, e 
ceeded by 21 per cent the 1948 figure of 1.4 million ton 
Between 1950 and 1952 it increased by almost 7 per cent 
(See table 159.) i 


The reductions in Canada and the United States were 
probably due to restrictions on lead stocks. The Unite 
States has equipped new mines or reopened old, high-cos 
workings in order to maintain its declining productior 
Thus, between 1948 and 1950, there was a change in th 
share of the different regions in the world market. Th 
increase in European production has in fact implied ; 
return to the pre-war situation, except in the case o 
Sweden, where output has increased. Furthermore, th 
slower rate of increase between 1950 and 1952 makes i 
unlikely that there will be any considerable further i 
creases in that region. On the other hand, output in Africa, 
has more than doubled in five years, and the 55 per cent in 
crease between these years indicates that greater tonnages 
will be mined in future. (See table 160 on world zinc out 


put.) 


It may be noted that there has been an expansion of lead 
output in all these countries or regions; but there was a_ 
slight reduction in the United States in 1952, and a sta: 
tionary trend in Australia, as compared with the previo 
year. It is therefore probable that the high-cost depos 
which were worked in the United States during 1951 as a_ 
result of high prices, once again became marginal in 1952, 
and even more so in 1953 when mines began to be closed. 


Almost everywhere else in the world, the continuance 
of the high price level of 1951, has permitted greater ton- 
nages to be extracted. In general, these increases have not 
been due to large-scale projects deserving special mention, 
but rather to a number of small workings, which together 
have produced aggregate results. | 


(c) Status of world supplies 


To obtain a broad picture of how world demand is met 
and the surpluses are distributed by regions and countries, 
a comparison of production and consumption is required. 


(i) Lead. Production in 1953 exceeded consumption 
by 164 thousand tons, half of which went to the United 


Source: Yearbook of the American Bureau of Metal Statistics. 


8 Estimates. 


Production Percentage variation 
Countries or regions 1948 1950 1952 1948-52 1950-52 
(thousands of tons) 

WGOTICGCOL AU eo: os 'si00c 0 1,410 1,604 Te? 21.4 6.7 . 
United shtcaem......c.. 358 391 349 —2.5 —10.7 ; 
Canada and Newfoundland.... 172 150 153 SHO 2.0 
Mexico..... Seno ooo onaane 198 224 222 PAM —1.0 . 
SouthvAmerica...ceeeee. .+.. 101 123 138 36.6 12.2 
Westerm Huropes..ce ens... . 197 269 166 = 1157 —38.2 
Asia (excluding China)....... 15 12 22 46.7 83.3 . 
Africa. rene eee e eee eneeeees 86 118 173 101.2 46.6 , 

‘Australia So ee ee 208 211 225 8.2 6.6 
USSRe®, Wie ose. ee 75 112 154 105.3 37.5 | 
) 
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Table 160. World zine output 
——$—$—— ee, 


Production Percentage variation 
Countries or regions 1948 1950 1952 1948-52 1950-52 
(thousands of tons) 
Kes 15 ey ee 1,795 2,026 2,406 34.0 18.8 
mited States} cut sc ccc. «. 572 566 600 4.9 6.0 
Canada and Newfoundland.... 252 284 333 32.1 173 
Mexico... + so22sessseeres. 172 188 208 20.9 10.6 
South America. 2c... 2... 92 120 172 86.9 43.3 
estern Europe............. 235 302 375 59.5 24.2 
Asia (excluding China)... 33 53 89 169.7 67.9 
Africa. Nig at Pcie 89 127 179 101.1 40.9 
Australia Net oth acetate: 152 170 169 ll ~0.6 
BORDER BIST” 76 11 130 186 67.6 43.1 
Eastern Europe*............. 87 86 95 9.2 10.5 


Source: Yearbook of the American Bureau of Metal Statistics. 


® Estimates. ~ 


Table 161. 


Balance of world lead supply, 1952 


(Thousands of tons) 


Countries or regions Output Consumption ae 
Exportable Tobe imported 
RUT Lede tatesmtee (ha SE eal oe Cr Beem Bo 349 710 — 361 
Canada and Newfoundland. ......;..0....+-: 152 50 102 — 
IN GXICO Maced oe eee cee Ome eee ree: 222 10 212 — 
SOULAMAMETICa ae ele ete tien eRe Ce ets; 138 41 97 _ 
Westerns bnropesss oe. e sien ets ca emit ee Lire ate 278 507 — 229 
LEON ee ee |S 22 aT = 5 
Brgtistt AtriChers LG La, BP Lire, Tee tree | ee, 58 15 43 _— 
Brench andsbelelaneALrica som ay alae lelels od ois ists, o> 115 — 115 = 
NILSLEA IA eeteteryeed cere teks > seit woke IREs nic = exakore 225 34 191 — 
[OISISTEDS » Bccat « Begen math pected tdeahress 5 ei, Zea 154 154 — — 
Torat 1,713 1,548 760 595 
Entered the U.S. strategic stockpile*..........20-c+.scesane 82 
Increase in producers’ and world industry stocks*........... 82 


Source: Yearbook of the American Bureau of Metal Staitstics. 


® Estimates. 


tates strategic stockpile and the other half to increase 
ocks held by producers and industrial consumers. These 
irpluses led to the price decline in the middle of the 
sar. (See table 161.) 


If export and import balances are observed, and assum- 
¢ that Australia and Africa continue to supply Europe’s 
seeds primarily, it is found that the export balances from 
ese areas exceed the import requirements of Europe and 
sia by 115 thousand tons. A market was thus logically 
ught in the United States. Assuming further that Canada, 
lexico and South America, which are geographically 
stter situated, sought their markets in preference in the 
nited States, it will be seen that their production also 
‘ceeded that country’s import needs by 50 thousand tons. 


(ii) Zinc. A comparison between world production and 
ynsumption is based, as in the case of lead, on 1952 fig- 
res, since statistics for 1953 are not yet available. The 
-oduction surplus amounted to some 420 thousand tons, 
’ which 36 thousand tons were set aside for the United 


States strategic reserve and the remaining 384 thousand 
tons were used to increase stocks held by producers and 
consumers. (See table 162.) 


The surplus stocks in Africa and Australia—278 thou- 
sand tons—were almost the same as the excess consump- 
tion in Western Europe and Asia, which amounted to 305 
thousand tons. On the other hand, the import requirements 
of the United States—171 thousand tons—must be com- 
pared with the substantial exportable surpluses of Canada, 
Mexico and Latin America, equivalent to 632 thousand 
tons. This surplus explains the price fall in 1952. Should 
world output continue at the high levels of that year, 
the situation may be expected to become more critical 
in the near future. Fortunately, there appears to be a trend 
towards stabilizing the consumption pattern, which would 
permit the balances to be absorbed as industrial output 
grows. For the time being, as in the case of lead, the 
situation in the United States market will be of paramount 
importance to zinc mining. 
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Table 162. Balance of world zinc supply, 1952 
(Thousands of tons) 


mn 


Countries or regions 


UnitediStatess a... cmiciees «ee eco meine © sire 600 ue a WA 
Canada and Newfoundland........----+--+++: 334 ae I 
Maxicare cisiheleveicicieters vets iaiele fone reltobels/osoyoniaraler fe 208 9 ye: = 
SouthwAmerica oy. wrcuetict scrote slots ebers ic) oleieiene a, ae ee iS 
Western Europe........--seeeeeereeerereees 375 is ee € 
Asia (excluding China) .......---+++-++++++++: 89 e Fi aw 
BritishwAfrica sc oe tetceie c .c.s oie stele elise role) ake 36 Ae = 
French and Belgian Africa........--+++++++++ 143 — 
(Australians cote ¢ cine ete tenis temple's oe ste fe 169 52 Ii — 
UWSSRe me ccnccs ote cc see alow lec te srs 186 186 — B 
Eastern Kurope®...........-22e eee esse cere 95 100 —_ 

ToraL 2,407 1,977 910 481 


nnn ee 
Source: Yearbook of the American Bureau of Metal Statistics. 


= Estimates. 


2. Latin-American output 


Latin-American production of lead and zinc has devel- 
oped within relatively narrow limits. The increase in the 
case of lead was 30 per cent between 1948 and 1953, as 
against 44 per cent for zinc. (See table 163.) In 1952, lead 
production increased by only 2 per cent, while zinc output 
declined by the same percentage. 


(a) Argentina 


Most of Argentina’s lead output comes from a company 
which has maintained annual capacity at between 20 and 
24 thousand tons, depending on domestic market condi- 
tions and transport facilities for concentrates, which have 
always been a problem due to the mine’s location. In re- 
cent years deposits have been found near Mendoza; their 
output is estimated at some 4 thousand tons annually, 
but no official data are yet available. 


Production of zinc remained steady around 15 to 16 
thousand tons a year, although the 1953-57 Five-Year 


Output 


Balances 


Consumption 


Exportable To be imported 


Plan proposes an output of 40 thousand tons of refin 
metal. The largest mine, near Jujuy, produces approxi- 
mately 90 per cent of the total. 


(b) Bolivia 


There were no important changes in lead or zinc output, 
which have remained at approximately the same levels 
since 1951. 


(c) Brazil 


No accurate statistical data are available concerning 
lead production. There are two small smelters with occa- 
sional output. The first is in the State of Parana, and con- 
centrates, smelts and refines some 2.5 thousand tons a year 
of 99.96 grade lead. The other is a small smelter operated 
by the Technological Research Institute at Apiai, Sao 
Paulo, which has been rebuilt since 1949 for an annual 
capacity of 1.2 thousand tons. Brazilian consumption is 
estimated at 35 thousand tons of lead, some 10 per cent 
of which is supplied by these two smelters. Prospects for 


Table 163. Latin America: Lead and zinc output 
(Thousands of tons) 


Argentina Bolivia Chile Peru Mezico Toial 
es 
I. Lead 
OAS ers 6 oes PANT 25.0 Syl 48.3 193.3 294.0 
1949: cies ne 6 19.8 26.3 2.8 Sata 220.8 323.1 
IOs Gano.s OCD 23.0 31.2 3.3 64.9 224.1 316.6 
O51 5 ceteteoue cs 24.0 30.0 9.2 82.3 201.4 347.0 
ACEP HeBlotae oe 18.0 29.3 10.3 98.1 221.0 376.8 
O38 arse 22.0 30.0 9.0 100.0 223.0 384.0 
II. Zine 
LOAS Sees oh ete 12:2 Pallal! 0.7 58.9 179.0 272.0 
1949. Sie sce eee 11.0 17.6 0.1 Teast 178.4 279.1 
L950 ek see WUT 19.6 0.1 87.9 223.5 343.8 
LOS Use ete ata 15.5 30.6 1.3 101.2 180.0 328.6 
CEPR A ees Om eee 15.4 35.7 2.9 120.8 227.4 402.1 
LOS Bait ic cere 16.3 34.5 3.5 122.6 226.5 392.6 


FP Sources: Yearbook of 


statistics. 
* Estimates based on partial data. 


the American Bureau of Metal Statistics; and official Chilean and Mexican 


ead and zinc deposits are scarce in Chile’s traditional 
ning area, and the workings are small. The largest, in 
province of Aconcagua, has a concentrator, which, 
nce 1952, has begun to produce 154 tons of lead in con- 
trates and 723 tons of zinc annually. These minerals 
ve exclusively been used almost entirely, by the heavy 
emical industry. 


In the province of Aysén, to the south, a company has 
reased lead production to a total of 8 thousand tons 
fine metal. Lead concentrates contain 70 per cent of 
d and 9 per cent zinc. Conversely, zinc concentrates 
ntain 50 per cent of zinc and 4 per cent lead. Both metals 
e almost entirely exported to Argentina. Prospection 
rk for new deposits has proved fruitful, and as a result 
serves have increased considerably, but there is no infor- 
ation of any expansion for extraction and processing 
ants. 


Since 1951, when a selective flotation plant was installed 
the Aysén lead mines, some 3.5 thousand tons of zinc 
ve been produced, which are exported to Argentina for 
elting and refining. 


) Mexico 


Since lead and zinc production are far greater than any 

tential domestic consumption, Mexico has traditionally 
xported a high percentage of all output, particularly to 
1e United States, which is the nearest market. This fact 
nderlies the efforts of United States mining interests to 
btain a modification of the present import duties to give 
reater protection. Consequently, such efforts have had 
abstantial repercussions on the plans for expanding Mexi- 
an lead and zinc mining activities. 


Despite the drop in prices and the difficulties involved 
1 placing metals abroad, zinc output was maintained at 
he former level. The output of lead, on the other hand, 
ncreased by 1 per cent. 


f) Peru 


Output of both metals showed considerable annual in- 
reases between 1948 and 1952. In 1953, this upward trend 
ontinued although at a slower rate. A major share of the 
ead and zinc increases was due to enlarged operations 
t Cerro de Pasco, where an electrothermic refinery is 
eing installed by stages. 


a 


V. Coa 


Since this is the first time that a chapter on Latin- 
American coal mining has been included in this Survey, 
a general description of the deposits and other background 


information is provided to explain events and trends dur- 
ing recent years. 


Until the First World War, Latin America showed con- 
siderable interest in coal mining, as a means of meeting 
the growing demand for fuel caused by economic develop- 
ment. Local fuel resources had to be supplemented by coal 
imports, the main supplier in Europe being the United 
Kingdom. From 1914 it became almost impossible to ob- 
tain imported coal and the supplies recovered slowly after 
hostilities ceased. The demand thus tended to turn towards 
the growing availability of fuel oil, so that incentives 
for coal mining declined and even disappeared altogether. 


In more recent years, and especially since the Second 
World War, there has been renewed interest in coal, 
mainly due to the two following factors, (a) the increased 
demand for coal as a fuel and reducing agent for the new 
Latin-American metallurgical industry, especially in Ar- 
gentina, Brazil, Chile, Colombia, Mexico, Peru and Vene- 
zuela; (b) in some countries, particularly in Argentina, 
Brazil and Chile, the shortage of foreign exchange com- 
bined with insufficient domestic petroleum supplies has 
caused domestic coal to be accepted as an efficient subs- 
stitute for imported coal or fuel oil. The search for coal 
undertaken in Colombia and Peru as a result of the in- 
centive offered by wartime demand provided a clear ex- 
ample of this new interest in coal mining. Since suitable 
deposits were found, tentative attempts have been made, 
with or without Government help, to organize a coal in- 
dustry based on the export market. 


Since 1950, coal output in several Latin-American coun- 
tries has been increasing. The only substantial changes 
occurred in Mexico and Argentina, although in the latter 
case the total is still very small. (See table 164.) 


The following pages describe briefly, by countries, the 
coal fields currently being mined, or in the course of de- 
velopment, in addition to reserves, development plans and 
annual output in recent years. 


1. Argentina 


Argentina’s main known coal field is at Rio Turbio in 
the south-west, very close to the Chilean border. The de- 
posits consist of four workable beds with a dip ranging 
between 5 and 25 degrees. Clay intrusions of different 
thicknesses appear in the beds, and after deducting such 


Table 164. Latin America: Coal output 


(Thousands of tons) 


Years Argentina Brazil Chile 
OSORF. Meee:s 26 1,956 2,094, 
UMS He Sie Ge 39 1,968 1,988 
NOS Divatexe. sus eter oi'e iis} 1,944 2,208 
OSG O Ree eel ccerene 120 2,000 2,138 


Source: Official statistics. 
« Estimate. 


b Estimates, except in the case of Chile. 


Colombia Mexico Peru Total 
1,010 912 196 6,194 
1,050 1,104 186 6,355 
1,0502 Heal hy 224 6,743 
1,050 1,475 223 6,931 
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intrusions, there is a minimum thickness of 1.5 metres of 
clean coal in each seam. Total reserves have been esti- 
mated at 350 million tons, of which 180 million tons had 
been proven by 1950, when large-scale development of 
the mine began. The coal is sub-bituminous type B, that 
is, non-coking; its higher heating value ranges from 5.7 
to 6.3 thousand calories with 11 per cent ash and 1.1 per 
cent sulphur in the washed coal. 


In addition to Rio Turbio, coal outcrops in different 
parts of the eastern Andes have resulted in the discovery of 
at least seven smaller fields, none of which exceeds one 
million tons in reserves. Some of these deposits are being 
worked for local consumption. 


Furthermore, in southern Mendoza and northern Neu- 
quén, asphaltite deposits have been found with current 
reserves estimated at about half a million tons. They 
may acquire importance as a means of improving the 
coking properties of Rio Turbio coal. 


As to Rio Turbio, expenditure on mining equipment in 
1948 totalled 2.2 million dollars and included such items 
as compressors, mechanical loaders, undercutters, con- 
veyor belts, diesel locomotives, mine cars and so forth. 
‘Power for the mine is at present supplied by two power 
stations with an aggregate capacity of almost 5 thousand 
kW. The final development plan for the mine includes 
complete mechanization and a power station of 30 thou- 
sand kW. Run-of-mine coal has an average of 18 per cent 
ash, which is reduced by washing to between 9 and 11 per 
cent. A 500-ton-per-hour washing plant is in course of con- 
struction. In order to transport the coal to markets in 
central Argentina, a 75-centimetre gauge railway, 257 kil- 
ometres long, from the mine to the port of Rio Gallegos 
is used. 


Starting from a production of 113 thousand tons in 
1952, output will rise gradually to 400 thousand tons a 
year, which is the maximum handling capacity of the 
present port installations. The rate at which production 
increases will depend upon progress in the training of 
personnel and the building of houses. Once the projected 
improvements of the Rio Gallegos port installations have 
been completed, the capacity of the mine may be expanded 
to 2 million tons a year. 


The fact that there have been substantial imports of 
petroleum and coal into Argentina, in addition to domestic 
production (see again table 164) shows that sufficient 
markets exist in Argentina to absorb the entire coal out- 
put proposed in the above-mentioned plan." 


2. Brazil 


Brazil’s reserves are estimated at 500 million tons, dis- 
tributed as shown below. The flora from which the coal 
originated were small and dispersed so that the coal has 
a high ash content. 


Millions of tons 


Santa’ Catarina \ aust cs et aPC. . icon. ;. 400 
Hid) Gratiderdooukee ae eeeeete «kc. o... 60 
Patand Sec ocer ete. saat Sos c. . 30 
Other: small telds.gem a... sseOMCe ne re, :... 10 

TOTAL 500 


Tn 1953, Argentina consumed approximately 8.1 million tons 
of petroleum products, mostly imported. 


This estimate may be subject to considerable alteratioy 
according to the results of current exploration being cai 
ried out in the vicinity of Sao Jeronimo, Xarqueada, ar 
extending over 50 square kilometres, where the existence 
of a bed almost two metres thick is being verified. Further 
more, the Departamento Auténomo do Carbao has bee 
prospecting near Bagé, close to the Uruguayan frontier 
Nearly 100 million tons have been proven there, but as 
the coal has over 40 per cent ash content, it would hy 
suitable only for domestic consumption. Reserves may also 
be increased as a result of the recently discovered deposits 
in the Xingu and Fresco valleys, on the border of Matto 
Grosso and Parana, although this is anthracite coal and 
is very far from any navigable point. 


In Rio Grande do Sul, almost 90 per cent of all output _ 
is obtained from two mines belonging to a single com 
pany, while in Santa Catarina there are twenty-four com 
panies with over 80 mines in operation. 


The properties of Brazilian coal are as follows: in” 
Santa Catarina, ash content: 18 to 41 per cent; volatile 
matter: 12 to 32 per cent; fixed carbon: 31 to 61 per cen 
and heating value: 4.8 to 6.7 thousand calories; in Rio 
Grande do Sul the amount of fixed carbon and the heating 
value are lower. 7 


Brazil’s coal production (see again table 164) has rez 
mained almost stationary since 1948, in spite of the in- 
centive provided in 1946 by the establishment of the 
Volta Redonda integrated steel plant. 


Since future prospects were uncertain, the government 
decided to prepare a plan to rationalize the coal industr 
This plan included studies of all the coal producing zones, 
and in the case of the Santa Catarina area, indicated the 
conditions to be met for centralizing the work, for mech- 
anizing the mines to save labour, for reducing production 
costs and improving the means of transport. Briefly, the 
plan showed that aggregate investments for 1951 should 
reach 735 million cruzeiros, 322 millions being in Brazil: 
ian currency and the remainder equivalent to 18.9 million _ 
dollars. 


The principal obstacle to increasing production of — 
washed Santa Catarina coal lies basically in the low pro: 
portion of metallurgical (coking) coal obtained in rela- 
tion to coal with a higher ash content which must be used 
for other purposes. 


With regard to Rio Grande do Sul, two types of coal 
could probably be produced: one having 25 per cent ash 
content and mainly for use on the railways and a second 
type, having an ash content of about 40 per cent, for use 
at the thermo-electric plant of Sao Jerénimo. This plant 
already has a first 10 thousand kW turbine installed and 
could be expanded to twice that capacity. 


On the other hand, the Parana region has a potential 
consumer in the Parana-Santa Catarina railway, which — 
could be completely converted from wood to coal. With _ 
these enlargements, consumption could, within a very — 
short period, reach 2.6 million tons annually, of which f 
1.3 million would be from Santa Catarina coal, 1 million — 
from Rio Grande do Sul and 300 thousand from Parana. — 


J 
In addition, there are prospects of using by-products — 
from the coal washing plants, consisting of refuse con- - 
taining high grade iron pyrites, for sulphuric acid produc- 
tion or elemental sulphur. Both these products are of in- — 
terest to Brazil, since few sulphur reserves exist there. 


1apter IT. Mining 


The possibilities for developing productive capacity are 
ked to the four year plan, presented at the end of 1953, 
F increasing output to 2.5 million tons of washed coal 
nually, with a considerable decrease in unit costs. In 
der to obtain these results, mechanization of the mines 
d washing and transport facilities should be improved, 
rough the investment of some 800 million cruzeiros. 


3. Chile 
) Production 


The principal collieries, which currently produce 80 
r cent of Chile’s coal, exploit the submarine coal de- 
sits in the Gulf of Arauco. The coal is locally known 
“heavy” coal, and corresponds to “high-volatile bitu- 
inous A”, Aggregate reserves of this type of fuel are 
timated at 400 million tons, 300 million of which cor- 
spond to submarine deposits and the remainder to under- 
ound deposits in the Province of Arauco. 


According to the results of direct samples in extreme 
ses, the heating value ranges from 8,020 to 7,460 calories 
rx kilogramme; the volatile matter content from 42.9 to 
9 per cent, and the ash content from 3.1 to 8.7 per cent. 
he percentage of sulphur in these samples was 0.7 and 
9. During mine operations the coal becomes contami- 
ited with rock from the pit-roof and floor, raising the 
hh content to an average of 17 per cent. Nevertheless, 
e systems used for classifying sizes and for cleaning 
e larger fraction (over 22 millimetres) enables the coal 
be sold with only 7 to 8 per cent ash. The fine fraction 
delivered without much further preparation, with an 
h content of 15 to 17 per cent. 


Only one seam in the submarine coal deposits can be 
sed in the preparation of metallurgical coke. Output 
‘om this seam represents from 50 to 60 per cent of the 
tal output of these submarine mines, which in 1950 
nounted to 1,770,000 tons. The Huachipato Steel Plant 
a large consumer (160,000 tons in 1950; 385,000 tons 
. 1953) of the coal produced from this seam. This coal, 
»wever, has to be blended with between 20 and 50 per 
mt of North American coal of medium volatile content, 
nce the Chilean product is highly porous and has a lower 
sistance than that required in steelmaking. 


The largest reserve of sub-bituminous A and B coal, 
nown in Chile as “light coal”, is to be found in the 
irquén submarine collieries in the Bay of Talcahuano. 
he heating value of this coal is 6,000 calories per kilo- 
ramme, and its ash content ranges from 12 to 15 per cent. 
urther south in the province of Valdivia pits of this type 
ave been worked intermittently since 1920; the workings 
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have extended sporadically to the vicinity of Puerto Montt 
(Caleta Parga). Reserves throughout this area may be 


estimated at 55 million tons, including known, probable 
and possible reserves, 


In the province of Magallanes there are deposits of 
lower grade coal such as black lignites and high-volatility 
sub-bituminous coal. Seams so far found in an area of 
400 square kilometres are between 2 and 6 metres in 
thickness, thus the total reserves may well exceed 1,000 
million tons. Possible reserves may amount to 30,000 mil- 
lion tons. The heating value is 4,500 calories per kilo- 


gramme, while the ash content ranges from 20 to 30 per 
cent. 


Chilean production has remained relatively constant. 


(See table 165.) 


A very high proportion of the total production consists 
of submarine coal. In 1953, for instance, the proportion 
was 84 per cent, and this explains the relatively high cost 


of solid fuel in Chile. 


(b) Development plans 


Since 1938 it has become increasingly evident that 
Chilean coal output is insufficient to meet the growing de- 
mand. For this reason the Government began systematic 
prospecting in the Arauco coal field, which was estimated 
to contain the country’s largest coal reserve. At the same 


time several small mines were opened, with or without 
official aid. 


Geological planning in the central Arauco zone has al- 
ready covered an area of 1,500 square kilometres in which 
fifty exploratory borings have been made. The most im- 
portant of these was carried out at the coastal village of 
Arauco in 1947, and revealed three large coal seams rang- 
ing from 90 centimetres to 1.25 metres in thickness, which 
were identified as belonging to the deepest level on the 
coal bed, the Lota level. On the strength of this discovery, 
the Chilean steel plant obtained a concession of 64,000 
hectares over which a systematic boring plan is being 
conducted which in due course will be put to use in organ- 
izing a deep mine. 


In the underground workings in the Gulf of Arauco 
there is a serious problem due to the ever-increasing dis- 
tance between the working faces and the pit entrance. The 
greater depths and increased haulage, together with the 
associated problem of ventilation, have obliged the com- 
panies to seek some means of increasing output per worker, 
through mechanization, centralization of production and 
the construction of better galleries. 


Chile: Coal output, by types 


(Thousands of tons) 


Table 165. 
1947-49» 1950 
Total heavy coal........ 1,685 1,867 
Totaliightcoallin i. er 251 Path 
GRAND TOTAL 1,936 2,094 


1951 1952 1953> 
1,761 1,956 1,898 

237 252 240 
1,998 2,208 2,138 


ee 
Source: Statistics of the Departamento de Minas y Combustibles, Ministerio de Minas. 


a Average. 


b Provisional data from the Ministerio de Economia. 
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The plans prepared for this purpose by the two largest 
companies require the investment of about 12 million dol- 
lars, 950,000 pounds sterling and over 2,000 million Chil- 
ean pesos (at 1952 prices). This plan would yield an out- 
put of 2,400,000 tons a year. 


It is anticipated that with this increased capacity the 
companies mining heavy submarine coal will be able to 
meet both current and future domestic demand. This would 
prevent the appearance of a situation of the kind which 
arose in 1953 when in addition to large tonnages of coking 
coal for the Huachipato plant 55,000 tons of coal had to 
be imported for use as fuel. 


Since Chile’s reserves of coal with a high heating value 
are relatively small and extraction is costly, research has 
been undertaken to find some process for the removal of 
the finely powdered ash which reduces the quality of the 
vast reserves of light coals. Laboratory experiments elimi- 
nated 44 per cent of the ash from Magallanes coal and 
51 per cent from that of the Valdivia region. These very 
favourable results have led to plans for investing 1,200,- 
000 dollars in an experimental plant with a daily capacity 
of 180 tons of primary coal, which could produce 100 tons 
of semi-coke. 


The by-products of distillation would be used to pro- 
duce the viscous oil used in the separation process and the 
pitches required for briquettes. The re-washings from the 
concentration will be thickened and used as a substitute for 
bentonite. 


If the practical results of this experiment on a semi- 
industrial scale demonstrate that the process is economic, 
Chile may consider using its large southern reserves of low 
grade coals to offset, either partly or entirely, the deficit 
in petroleum output. 


4. Colombia 


Colombia’s coal deposits run from north to south in 
two different zones. One begins in the Department of 
Magdalena some 30 kilometres from the Venezuelan fron- 
tier and follows the Eastern Cordillera southwards through 
the Departments of Santander Norte, Santander, Boyaca 
and Cundinamarca. The second field lies further west and 
extends through the Departments of Antioquia, Caldas, 
Valle del Cauca and Cauca. 


Possible reserves are estimated at over 12,000 million 
tons, of which 10,000 million are in Cundimarca and 
Boyaca, 2,000 million in Antioquia, 450 million in Valle 
del Cauca and Cauca, and 50 million in Magdalena. Coal 
is also known to exist in the Department of Bolfvar, but no 
studies have yet been made there. 


Almost all the coal in these fields is bituminous. The 
Magdalena bed in the district of Cerrején consists of lig- 
nite but, owing to the dynamic metamorphosis which has 
taken place there, it has the properties of high-volatility 
bituminous non-coking coal. 


The main source of output is the Department of Cun- 
dinamarca, which covers most of the country’s require- 
ments and will supply the Empresa Siderargica Nacional 
de Paz de Rio, Colombia’s new steel plant. For this pur- 
pose mines in the area between Paz de Rio and Sogamoso 
will be used ; coal from these mines ranges mainly between 
high-volatility bituminous A coal and the B group. Total 
reserves in this region are estimated at 1,900 million tons, 
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Colombia’s output in 1953 is estimated at slightly ove 
a million tons, of which approximately 46 per cent came 
from Cundinamarca, 21 per cent from Cauca and Vall 
del Cauca, 20 per cent from Antioquia, 10 per cent fron 
Boyaca and the remainder from other deposits. 


The coal deposits in the Eastern Cordillera are fullj 
adequate to meet the growing requirements of industry. 
The “La Chapa” mine in this area has been chosen to 
supply the steel mill of the Empresa Siderurgica Nacional 
de Paz de Rio, which is certain to absorb at least 200,006 
tons a year. These seams have a possible reserve of 200 
million tons, and the coal will be prepared in a Drewhoy 
washing plant which will use magnetite to produce the 
heavy medium and will have a capacity of 125 tons o 
washed coal an hour. 


It is anticipated that the ash content of the washed coal 
will not exceed 9 per cent, with a recovery of 85 per cent. 
The original ash content is as high as 15 per cent and the ~ 
average sulphur content 1.5 per cent, but as the latter con-_| 
sists mainly of sulphides it is hoped to reduce it to less 
than 0.8 per cent. 


The prospecting for coal suitable for the steel industry _ 
was undertaken simultaneously with studies aimed at the 
development of other coal supplies for the export trade. _ 
Two areas have been explored: (a) coal beds in Valle 
del Cauca, which would have an outlet through the port 
of Buenaventura on the Pacific coast, and (6) deposits at 
Cerrej6n, close to the mouth of the river Magdalena on 
the Atlantic coast. The Cauca deposits are the more im-_ 
portant. There are a number of small mines in the region 


The Government has guaranteed a loan from a French 
bank which is to be used for the construction of a wash- 
ing plant to reduce the ash content to 10 or 11] per cent. 
At the same time improvements are being made in the 
Cali-Buenaventura railway, which at present has a haulage 
capacity of only 20,000 tons a month. Finally, the question 
of installing better port facilities at Buenaventura is being 
studied to ensure rapid loading in sufficient volume for 
export by sea. 


Providing that production in some of the mines in this _ 
group can be increased sufficiently there will certainly be 
no difficulty in finding foreign markets, since within a 
range of 200 kilometres there are coals ranging from low- 
volatility (13 per cent minimum) to sub-bituminous high- 
volatility (non-coking) group C.In the intermediate grade 
there is a vast range of the fuels universally used to im- 
prove the coking properties of other coals. This particular 
type of coal is very scarce on the Pacific coast both in 
North and South America. 


The second deposit at Cerrején is still in the prospecting 
and exploration stage; to date some 35 million tons of 
easily mined coal have been found, and measures for im- 
proving transport in an area without ports are under study. 
The coal in this bed is of the bituminous, high-volatility, 
non-coking type and could probably find a market in the _ 
countries on the Atlantic coast of South America, all of | 
which, except Venezuela, are not self-sufficient in fuels. i 
ns mee i 
“ Through the Instituto de Fomento Industrial, which has played. 


an active part both in the Valle del Cauca projects and in those for 
Cerrejon. 


5. Mexico 


Production 


oal mining began in Mexico in the second half of the 
eteenth century and it is estimated that about one mil- 
tons have been extracted since 1890. At the beginning 
this century petroleum began to replace coal as a fuel 
practically all purposes, and this substitution process 
itinues even among the few railways in the mining areas 
ich still burn coal. For some twenty years interest has 
tred on the mining of coals with good coking properties, 
the resultant coke is used both in the non-ferrous 
tals industry and in steelmaking, which was established 
1901 with the building of the first integrated steel mill 
Monterrey. 


Reserves are estimated at 1,817 million tons, of which 
90 million tons are found in the State of Coahuila 
ich produces bituminous coal. The Sabinas coalfield is 
that State, and has reserves of 1,000 million tons. There 

smaller deposits in Nuevo Leén (lignite), Sonora 
nthracite) and Oaxaca (bituminous coal). The wash- 
= plants are located at the collieries and have a yield 
nearly 70 per cent. 


Mexican coal production has increased considerably 
1 per cent) between 1950 and 1953, mainly as a result 
the expansion of existing mines. (See again table 164.) 


.) Prospects for increasing production 


Roofing conditions in the Mexican mines are poor,7® 
1ich has meant timbering to the fullest possible extent; 
nsequently it will be very difficult to obtain higher yields 
‘mechanization since this involves large machines which 
nnot be used in prevailing roofing conditions. Neverthe- 
3s, as a result of the increase in steel production, coal 
tput must be raised in order to ensure adequate supplies 

fuel. The need to increase coal supplies had led to 
der prospecting of the known coalfields with a view to 
tending their use and applying advanced mining meth- 
is. Among such work undertaken in recent years, that 
rried out at the Palau colliery should be mentioned. 
1is mine obtained a loan of 2,600,000 dollars from the 
ternational Bank for Reconstruction and Development; 
is has been used to expand the mine itself and to instal 
washing plant which will have a daily capacity of 4,000 
ns of raw coal and a yield of 70 per cent. 


Careful study is currently devoted to the coking possi- 
lities of Sonora anthracites and Oaxaca coals since there 
e also iron ore deposits in these two States and since 
ere is considerable interest in relieving the congestion 
the transport system by establishing new steelmaking 
ntres in other parts of Mexico. 


6. Peru 


Two types of coal are found in Peru: anthracite coal in 
> Departments of Ancash and La Libertad in the foothills 
the Cordillera, and bituminous coal in the Departments 
Junin, Lima and Pasco, at an altitude of some 3,000 
stres. The bituminous coal has been mined continuously 
ice the second half of the nineteenth century and is at 
esent used almost exclusively in the production of high- 


5 Usually due to hydro-scopic clay, which fills with moisture and 
ells rapidly on exposure to air. 


grade metallurgical coke for non-ferrous metal smelting. 
Anthracite mining, which was sporadic in the past, has 
been organized on an export basis since the last war, 


mainly with a view to supplying the proposed steel in- 
dustry. 


(a) Anthracites 


The reserves in the Department of La Libertad, although 
believed to be substantial, have not been fully explored. 
The mines are small, and cleaning is done by hand pick- 
ing. The output of 7,500 tons a year is almost entirely 
consumed in the mining camps. 


Although the deposits there have not been completely 
prospected it is estimated that the Santa coalfield contains 
more than 200 million tons. The three principal collieries 
are Ancos (San Antonio), Pallasca and La Limefia. The 
first two mines have washing plants, while the third sends 
its output to the Chimbote washing plant. 


As mentioned earlier, this field has been developed with 
a view to the export market and to supplying the projected 
Chimbote steel plant. The Government, through the Cor- 
poracion Peruana del Santa, has reconstructed the port 
of Chimbote for this purpose and has improved the rail- 
way between the mines and the port. The central washing 
plant at Chimbote belongs to another Government agency, 
the Banco Minero del Pert, and is equipped for a daily 
capacity of 3,000 tons of mined coal. 


Only a very small part of the total output, possibly 
not more than 8 per cent, is of adequate size for direct use 
in blast furnaces or electric reduction furnaces; on the 
other hand, Peru is short of asphalt as a binding agent 
for the direct manufacture of metallurgical coke from a 
blend of anthracite and asphalt. This has led to the testing 
of separate-phase cleaning processes for the production 
of coke briquettes with very smal] amounts of asphalt. 
With a view to solving the fuel question for the steel in- 
dustry, a pilot plant on a semi-industrial scale is now being 
built with a daily capacity of 60 tons of coke. It is antici- 
pated that this plant, which will cost more than 500,000 
dollars, will begin production by mid-1954. 


(b) Bituminous coals 


The coal deposits mined contain medium-volatility, 
high-coking coal. Goyllarisquizga (Pasco) is the largest 
colliery and has been worked since the beginning of the 
century. Its output is at present used to produce metallur- 
gical coke for the smelting of non-ferrous metals. 


During the war the Banco Minero del Pera prospected 
in the Oyén area on the western side of the high Cordil- 
lera to discover deposits that would ensure supplies of a 
high-coking coal for the projected steel plant at Chim- 
bote. It was also felt that there would be a good future 
market for such coal in Chile as an improving agent for 
domestic Chilean coals. An investment of five million soles 
in this exploratory work resulted only in the discovery 
of some deposits which were too small to justify the con- 
struction of special transport communications to the coast. 
The deposits have been bought by a private firm which is 
at present working them. 


The production of anthracite has doubled in the past 
four years, while there has been no great increase in the 
output of bituminous coal. (See table 166.) 
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Table 166. Peru: Coal output 
(Thousands of tons) 
Years Anthracite Bituminous coal 

KCL. oi Oren ae momen obec 32.9 162.7 
NCGS. ae ae rear eGo o 63.7 121.9 
TQS De eee. eee eert cy ee on 78.7 145.7 
G53 semen OH ea pene te oe 70.0 153.0 


Sources: Anuario de la Industria Minera del Pert; and Banco 
Minero. 
a Estimates. 


7. Venezuela 


Coal is found in a number of locations in Venezuela 
and total reserves are believed to be large, but have not 
so far been systematically explored. Small quantities of 
coal, up to a maximum of 23,000 tons in 1918, have been 
mined at Naricual, State of Anzoategui. Since that time 
mining activities have declined steadily; output in 1940 
was only 5,000 tons and it is almost nil at present. How- 
ever, interest in the coal deposits has recently been re- 
vived by an investigation of the possibilities of establish- 
ing an integrated steel industry. Naricual coal is high- 
volatility, bituminous type B, and is therefore very brittle 
and unsuitable for coking purposes. However, there is in 
Venezuela, to the north-west of Lake Maracaibo, an ex- 
tension of the Colombia Boyaca deposits. In Colombia 
this coal varies from the low-volatility high-coking to 
the high-volatility non-coking type. Hence it would be 
worth while to make a detailed investigation of this deposit 
before a final decision is taken on the location of the steel 
industry.*® 


VI. SuLPHUR 


l. General 


The increase in the relative importance of elemental 
sulphur since the United States began to work large de- 
posits of the salt dome type by the Frasch method" is one 
of the most noteworthy recent developments affecting this 
substance. The low cost sulphur obtained in substantial 
tonnages by this method has flooded the world market. 
This has provided a considerable spur to consumption. 
At present so-called Frasch sulphur forms 90 per cent 
of the world production of elemental sulphur which in 
turn amounts to 50 per cent of all output. 


Until 1939 sulphur consumption increased annually 
by 3.0 to 3.5 per cent, but the end of hostilities and sub- 
sequent reconstruction in Europe raised the rate of in- 
crease to 9 per cent. Output, in contrast, increased much 
more slowly not only because there was no work started 
on new deposits in North America but also because United 
States sulphur was so cheap as to discourage expansion 
elsewhere. Hence, from 1948 to 1950 sulphur supplies 


** During 1953 some 10 tons of samples of these coals were 
shipped to Norway for examination. 

“" This system was invented to extract sulphur from salt dome 
deposits, which are deep formations of this metalloid. The process 
consists of melting the sulphur at the deposit itself by means of 
superheated steam. Subsequently the molten sulphur is forced to 
the surface by compressed air. A very pure product is obtained by 
this method in a single operation and there are no mining extraction 
costs; hence the low cost of the sulphur obtained, 


Part II. The main branches of produc ‘io 


of all kinds increased by only 15.3 per cent, while cor 
sumption rose by 18.5 per cent. Elemental sulphur outpu 
rose by 11] per cent, while consumption advanced by I 
per cent. United States stocks fell from 3,560,000 ton 
in 1945 to 2,440,000 tons in 1950, and it accordingly be 
came necessary to place restrictions on exports and dg 
mestic consumption and to fix official prices of 24.6 - 
27 dollars per ton in 1951 and 1952. The price of sulphu 
sold freely on other markets, however, rose considerabl 
and even reached 100 dollars a ton. The increase in th 
world production of native sulphur, of which Latir 
America’s output is very small, was undoubtedly brough 


about by these high prices. (See table 167.) 


Table 167. Native sulphur output 


(Thousands of tons) 


1937-39s  1945-49% 1950 1951 
World total. 2 + eee 6 he 3,100 4,633 5,649 5,814 
United: States tee. oe 2,447 4,403 5,275 5,362 

Latin America: : 
Ar pentin ae pte erie ies we 10 8 8 
Bolivia [i023 ene 2 2) 4 1% 
Ghilé 6 2 GIB ee os 28 13 15 30 
Golombiag:.Bt4e2-020- : b 1 2 
Heuadorsiee. -- see nee b b b 
Mexico sae coeaecen es: b 6 ilph i 

Pertisc cose oe eee 2 2 2 23 


Source: United Nations, Statistical Yearbook, 1952. 


= Average. 
> Less than 1 thousand tons. 


The lack of definite information about United States 
Frasch sulphur reserves led in 1950 to the assumption 
that they would be insufficient to meet the demand for more 
than 25 year if prevailing trends persisted.1* However, 
the discovery of new salt domes in Texas and Louisiana 
and in the Mexican Isthmus of Tehuantepec makes it difh- — 
cult to predict how long the total reserves are likely to last. 


Production from pyrites, which was much affected by 
the war, has recovered rapidly and is once more the tradi- 
tional source of Europe’s sulphur supply. In 1951, world 
output reached 4,789,000 tons (of sulphur content), i.e. it 
was 10 per cent higher than in 1937/39 and 62 per cent 
higher than in 1945/49.2° 


As a result of the sharp increase in output supplies 
began to improve substantially towards the end of 1952, 
and from March 1953 the International Materials Confer- _ 
ence suspended its operations of world sulphur distribu- 
tion, for which it had been responsible since the beginning 
of the crisis. 


According to Conference estimates, in 1953 output of 
all types of sulphur should have reached 13,800,000 tons 
against consumption of only 13,600,000 tons. The sub- 


** The Paley Report (Resources for Freedom, Washington, D.C., 
1952) indicates that the tonnages of Frasch sulphur required to 
satisfy demand in the next 25 years would amount to 180 million 
tons, and that it is unlikely that present reserves—estimated at 100 
million tons—are sufficient for the extraction of this amount in the 
next quarter of a century. 


“8 There is no Latin-American production from pyrites, except in 
Brazil, where output is estimated at some 2 thousand tons. 
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quent price decline make it necessary to shut down or 
tially close many marginal deposits. 


Among countries producing mined sulphur Japan is in 
favourable position because the deposits are mechanized 
id advanced techniques are used in its recovery. Italy 
uich is the second producer in the world, is recovering 
om the fall in production during the war and is attempt- 
g to reduce costs. Other producers are making similar 
forts. In Latin America, for instance, Colombia has in- 
alled a plant using a new flotation process which will 
sure a pure yield of 90 to 95 per cent at a cost competi- 
ye with Frasch sulphur. Mexico is testing a plant using 
é same system.*° In Venezuela a United States firm is in- 


alling a plant to refine up to 200,000 tons of mined sul- 
ur. 


Knowledge of these new methods is extremely important 
nce they provide fresh possibilities of working the vast 
posits in the Cordillera of the Andes and other parts of 
utin America. The results obtained in the United States 
r processing low-grade ores are encouraging. United 
ates mixed sulphur is produced on a small scale—5,000 
6,000 tons—from deposits in California, Colorado, 
evada and Wyoming. In Wyoming two plants were re- 
ntly installed which have a capacity of 50 to 80 tons a 
ly and one of them appears to be producing 90 per cent 
Jphur concentrates at a cost of 12 dollars a totn. It may 
» possible to apply these processes to most of the de- 
sits to produce low-cost sulphur. However, the extension 
these new systems will place the high-cost producers, 
ho cannot use them, in a much more difficult situation 
an at present. 


2. Production and consumption in Latin America 


In recent years Latin America’s sulphur consumption 
is risen considerably due to industrial development. 
amounted in 1952 to 215,000 tons, which represents a 
10 per cent advance over 1945. Against this increase in 
msumption, production remained more or less stable 
itil 1950. As a result imports from the United States were 
ised to 106,000 tons or 69 per cent of consumption, in 
150. The rise in world market prices and the increase in 
mand for mined sulphur caused by export restrictions 
the United States strongly encouraged output in Latin 
merica.2! A figure of 137,000 tons was reached in 1952, 
presenting an increase of 226 per cent above the 1950 
gure. The fall in prices during 1953 forced high-cost 
‘porting countries to reduce their output to the level of 
eir own requirements. (See table 168.) 


The increase in regional output was largely due to the 
tablishment of the Mexican Poza Rica plant for sulphur 
covery from petroleum, with a daily capacity of 120 
ns, and to the mining of deposits at Puracé in Colombia 
id Tixan in Ecuador. 


Some 61 per cent of the increase in Latin America’s sul- 
1ur consumption—which approached 120,000 tons in the 


20 The flotation method consists in treating a suspension (in 
ter) of ores in autoclave with superheated steam to melt the 
lphur. Small metalloid particles are formed which, once cooled, 
» separated by screening. The rest of the material is subjected 
flotation, by which the remaining sulphur is recoyered. Later, 
th fractions are blended, melted and filtered, thus obtaining a 
oduct which is 99.5 per cent pure. : 

21 Argentina, Bolivia, Chile, Colombia, Ecuador, Mexico and 
ru. Some Central American republics also produce small sulphur 
inages. 


Table 168. Latin America: Sulphur output 
and consumption 


(Thousands of tons) 


Consumption in 


Years Production Apparent non-producer 
consumption. countries» 
LOA Saree cs ee 45.1 97.0¢ 26.2 
NOAGTHUN Re Sone eee 27.8 93709 43.2 
LOATE SE... 25> tis ces 32.6 124.5 44.4, 
OA BE eigen oat tianarth mete se 32.6 104.3 40.1 
LOAD BRR cc Gunes ene Ms els nc 31.3 118.6 50.9 
LOS OS Favs: shem oretoars 42.6 154.1 82.3 
LOS TRIS. Maem at Boe ot 82.8 141.7 70.0 
LOS 2A; Skee eh 137.6 21'5.0¢ 98.0° 


SS 
Source: Economic Commission for Latin America, based on official 
statistics. 


* Argentina, Bolivia (exports), Chile, Colombia, Ecuador, Mexico 
and Peru. 

> Brazil, Cuba, Uruguay and Venezuela. 

° Partially catimitted. 


period 1945-52—can be ascribed to non-producers, particu- 
larly Brazil, which absorbed over 45 per cent of the re- 
gion’s consumption in 1952 as compared with 27 per cent 
in 1945. These countries’ dependence upon sulphur im- 
ports has created difficulties for the consuming industry, 
particularly in recent years of scarcity. Brazil has prob- 
ably been most affected since consumption, the highest 
in Latin America, has risen annually by over 23 per cent 


between 1945 and 1952. 


The producing countries — except for Argentina — can 
easily meet domestic demand, but their output is costly. 
Some of them use smelting gases to produce sulphuric 
acid—particularly from copper, lead and zinc. The future 
importance of their exports depends upon the duration 
of the United States Frasch sulphur reserves and the re- 
duction of working costs. 


(a) Argentina 


Argentina’s two sources of production have not, to date, 
been worked on a sufficient scale to eliminate imports. 
These sources are elemental sulphur from the Andean 
deposits and sulphurous gases—obtained from toasting zine 
ores—which are transformed into sulphuric acid. 


There are deposits in several Andean volcanoes, but 
costs are enhanced by the distances, both from the towns 
or villages which could supply the miners and from the 
consuming centres, which are mainly located between 
Buenos Aires and Rosario. These factors prevented com- 
petition with imported sulphur at a time when there were 
no import restrictions. 


Output from the deposits on the slopes of Socompa 
volcano was raised during the war from 100 tons annually 
to almost 10,000. It amounted to 21,000 tons in 1953, 


In order to use the sulphurous gases recovered from 
toasting zinc ores a sulphuric acid plant was built at 
Puerto Borghi, on the river Parana. This plant has an an- 
nual capacity of 40,000 tons** and its output will closely 
approach this figure. 


The increase in production, brought about by high world 
prices, has made it possible to keep imports at a stationary 


22 Equivalent to nearly 14,000 tons of sulphur. 
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level despite the apparent increase in consumption. (See 


table 169.) 


Table 169. Argentina: Elemental sulphur output 


(Thousands of tons) 


ee 
Apparent 


Years Production Imports consumption 
LOA eters cscs ast eaten: 11.5 30.6 42.1 
NGA GA nsc cus s.0 Gee os 10.1 24.2 34.3 
LOA Tare seis) o.5:a SA 10.9 48.2 59.1 
LAB eyetessiace 6: suottenseeie teers ove 8.3 28.8 Bilee 
1 OA Ree Asai ce ate anaes 0: 10.1 ile) a6) 
LOS O Netiecsic eieresssa sPemaranets 7.8 23.0 30.9 
LOS eis Pees s See heal Wale 18.9 
OD Zeros Site aCe nees 18.5 23.4 41.9 
OS Bisgertererc or eines sotesetes. a8 21.0 30.7 52.0 


Source: Ministerio de Asuntos Técnicos de la Nacidn, Sintesis 
Estadistica de la Republica Argentina. 


In the Second Five-Year Plan substantial sums have 
been budgeted for sulphur prospection, and since in- 
creased output of lead and zinc is also planned there 
will be a larger amount of raw material for the plant at 
Puerto Borghi. 


(b) Brazil 


No sulphur deposits have yet been found in Brazil 
which would make possible production on an industrial 
scale; hence domestic demand has been met by imports. 
This situation has hampered industrial development, par- 
ticularly during periods of import restrictions when the 
sulphuric acid factories were obliged to reduce output 
considerably. 


Imports rose from an average of 33,200 tons in 1945-49 
to 69,300 tons between 1950 and 1953. The world sulphur 
crisis which began in 1950 interrupted the upward trend 
in consumption, and tonnages imported were insuflcient 
to supply industry. Thus in 1951, while the Rio de Janeiro 
Federation of Industries estimated Brazil’s minimum an- 
nual requirements at 78,000 tons and the International 
Materials Conference assigned a quota of 109,000, only 
60,000 tons, or 77 per cent of anticipated requirements, 
could be imported. 


In view of this critical situation a study has been made 
of the use of calcium sulphate from coal distillation gases, 
from pyrites deposits and from the pyrites obtained as a 
by-product of coal washing. To date the last-named method 
appears to provide the source easiest to work. The calcium 
sulphate deposits and the anhydrides of the north-west 
are too far from the consuming centres, while the pyrites 
in the state of Minas Gerais have been used only to a 
limited extent. The average grade of sulphur in these 
deposits ranges from 10 to 60 per cent. Three com- 
panies have concessions there but only one is extract- 
ing and processing, in a very rudimentary manner. The 
output of some 20 tons a day of pyrites, with a sulphur 
content of 40 to 43 per cent, is consumed locally. 


A German firm is planning to recover sulphur from the 
residual pyrites from a coal preparation plant at Capivari, 
Santa Catarin, belonging to the National Steel Company. 
Three solution are being studied. The first consists of 
producing 70,000 tons of sulphur annually; the second 


provides for the same sulphur output and, in addition, 
for 66,000 tons of sponge iron by the Krupp-Renn process; 
the third provides for a similar sulphur tonnage an 
160,000 tons of blast furnace pig iron. The respective 
capital investments would be 355, 415 or 565 million” 
cruzeiros at 1952 prices. 


(c) Chile 


Chile is a major source of sulphur in Latin America 
because of the large number of deposits, the high grade 
of the sulphur and the abundant known reserves, which are 
estimated at 20 million tons of fine sulphur.”* 


The deposits are found all along the Andes at heights 
ranging from 2,500 to 6,000 metres above sea level. The 
principal resources are those at Tacora (Tarapaca), sec- 
ondly at Aucanquilcha, Ollagiie and Polan (Antofagasta), 
and thirdly in Atacama province. The southern deposits 
are smaller and scarcer. . 


Several companies work the sulphur deposits, activity 
being greater when export conditions are more favourable, 
but 90 per cent of all output comes from a few mines. 


The fact that the deposits are so high above sea level 
and so remote from the coast, as well as the low yields— 
obtained by direct distillation in retorts or melting in auto- 
clave by means of superheated steam—all raise the cost of 
production to such an extent that Chilean sulphur, al- 
though supplying domestic requirements, is marginal on 
the world market. 


Between 1945 and 1949 output ranged around 12,000 
tons, which is the domestic consumption figure. As a result 
of the world shortage exports began to rise in 1950, and 
production reached a maximum of 48,600 tons. Shipments 
abroad increased to 30,000 tons. (See table 170.) The 
1953 fall in prices arrested further exports and led to the 
closing of some mines. Accumulated stocks, amounting 
to nearly 15,000 tons, could not be sold until the end of the 
year. 


Table 170. Chile: Sulphur output and consumption 


(Thousands of tons) 


Years Production Exports pretee 
TOSS stat nyet Oe oe vee ete 20.8 260 15.3 
LO4GIIES. OEut, OS, See 9.2 4.7 4.5 
LOAT. 2 AE, Saas 11.8 0.2 11.6 
LOASS.. cr Miser ee teen liars! 0.2 13.1 
L94G 8 Scr ee one 10.5 — 10.5 
LOSO FS Sh. Beet 15.4 So 1203 
iS EMS, PS 5 6 BERS 2 SUE 30.0 12.9 View 
LOS 2:ih Gat. dee Snakes ee OE 48.6 29.6 19.0 


——— SS ae ee 
Source: Direccién General de Estadistica. 


To find a temporary solution to the sulphur crisis the 
Government is studying the possibility of granting a spe- 
cial exchange rate to encourage exports. The companies 
moreover are eager to reduce production costs by intro- 
ducing greater mechanization and new processing methods. 
A plant has been imported from Western Germany to treat 
the ores at the Saciel deposit (Antofagasta) by means of 


** Possible reserves are estimated at 150 million tons with an 
average grade of 50 per cent sulphur. 
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carbon sulphide. Meanwhile a plant is being installed at 
San Pedro de Atacama to produce this solvent. The ma- 
chinery is valued at 300,000 dollars and a daily output of 
some 30 tons of fine sulphur is anticipated. 


(d) Colombia 


Colombia’s entire output comes from the Puracé mines, 
on the slopes of the volcano of that name in the Depart- 
ment of Cauca. Reserves are estimated at 6 million tons, 
but the deposits were worked somewhat primitively until 
1951. During this period part of Colombia’s requirements 
had to be met by imports. In 1951 a modern flotation sys- 
tem was introduced with a monthly capacity of 1,000 
tons. Production increased from 1,500 tons in 1950 to 
nearly 3,500 tons in 1953. (See table 171.) 


Table 171. Colombia: Sulphur output 


and consumption 


(Thousands of tons) 


Years Production Imporis Exports irene 

GY ier ae ae eee —_ 0.8 0.01 0.8 
OAG copiers sence < —_ 13 0.005 13} 
NO Ae ei Maco) pie —_ 0.7 — 0.7 
O48 Oe ie SK 0.6 ibs — 2a 
94D ho caret 0.8 0.7 —= 1.5 
UGE FSS cee Hed al — 3.6 
LOGE RS Sa 2.5 1.4 1.6 Zap} 
BN 55 Detect ayehei anise 3.0 —_— 0.5 

NO SS coauneiare: 3.4 Se — 


Sources: Minerals Yearbook; and Anuarios de Comercio Exterior. 


Most of the sulphur is used for the output of sulphuric 
acid, which is produced at three plants in the cities of 
Medellin, Barranquilla and Bogota with an aggregate 
capacity of some 65 tons per day. 


(e) Ecuador 


The sulphur deposits at Tixan (Chimborazo), located 
at a height of 3,000 metres, are the only ones at which a 
substantial amount of mining has been undertaken. Pro- 
duction on an industrial scale began in 1952. (See table 
172.) Previously extraction was carried out in a primitive 
manner, with insignificant results. 


In 1952 a United States firm planned to invest 
1,500,000 dollars at Tixan with a view to producing 30,000 
Table 172. Ecuador: Sulphur output and exports 


(Thousands of tons) 


Years Production Exports 
NGA G eraptetes evioneys co 2: etolete ave sins 1.0 —- 
TNS, "sco OCtOs eens 0.4 — 
MOA eM auntat crtiairay eon ate tortious 1s 10 0.2 — 
UGA Se meaialls aieiane) oistolersyeerecalle 0.4 — 
WO A OMe areia) a' 5) <1 av'steretereley Nie = 0.2 — 
SEONG 5S Getieca.8 B.ceoto hema ve “= 
IO ST stapes. uaxc.orssetren otekocstae te — 
UO 2 eetoters ger ereret Sekorsnsye tee Poe 2.5 
WM Doerrogete ror sasteliona, «Peter sileiterwre..< 1.0 wees) 
a 


Sources: Minerals Yearbook; and Direccién General de Aduanas. 


tons a year for export. When it took over the deposit, 
mechanization plans had to be reduced—to the detriment of 
production costs—to prevent the unemployment of a large 
number of workers engaged in manual mining. Output 
had increased that year but fell in 1953 because of the 
price decline, which made it difficult to sel! the sulphur. 
The mine ceased production in March that year but opened 
again in October. The company’s plans include the instal- 
lation of a plant to produce 5 tons of uslphuric acid daily. 
Ecuador at present must import all its requirements of this 
acid, or 60 to 70 tons a year. 


(f) Mexico 


The high prices prevailing in 1950-52 provided sulphur 
mining with a strong incentive and led to the intensive 
development of new deposits. Mexico has been trans- 
formed from an importer to one of the Latin-American 
countries with the best opportunities for becoming a large- 
scale exporter. 


One of the most significant events in 1951 was the in- 
stallation of a plant to recover sulphur from petroleum 
gas at the Poza Rica refinery. This unit, built by Petréleos 
Mexicanos at a cost of 90 million pesos, has a daily 
capacity of 120 tons and is currently the principal domes- 
tic source of sulphur. 


Prior to 1951, sulphur was either imported or extracted 
by the irregular mining of volcanic deposits. The main 
centres were at San Rafael and Huascaman (San Luis 
Potosi) and those at Mexicali in Lower California. Costs 
were high and yields were low, so that there was no pos- 
sibility of competing with Frasch sulphur; consequently 
imports reached a peak of 11,400 tons in 1950. 


Since that year, however, sulphur extraction has shown 
a sharp upward turn and in 1952 about 12,000 tons were 
produced. Output from the Poza Rica recovery plant in 
that year amounted to 42,000 tons, which brought an in- 
crease in the production of elemental sulphur to 54,000 
tons, a rise of 375 per cent above the 1950 figure. 


In 1953 the fall in sulphur prices caused the closing 
of the San Luis Potosi mines, which supplied over 80 per 
cent of the mined sulphur in the country, because recovery 
methods were inefficient and did not cover costs. The Poza 
Rica plant also reduced its output to some 35,000 tons. 
This drop of 25 per cent from the previous year’s figure 
had to be offset by imports to meet the domestic demand. 
(See table 173.) 


Another source of sulphur is the gases obtained from 
toasting ores, from which sulphuric acid is produced di- 
rectly. Sulphur recovered in this way is estimated at some 


10,000 tons. 


As a result of prospection in recent years seven salt 
dome deposits were found on the Isthmus of Tehuantepec; 
added to those already known, these raised the number 
of such formations to 20. These deposits are extremely im- 
portant sources since their sulphur content is very high 
and may be cheaply extracted by the Frasch system. 


The largest salt domes have been handed over to United 
States companies on a concession basis. The San Cristobal 
dome—with reserves estimated at 11 million tons—was ac- 
quired by a company, which has invested 47 million pesos 
and anticipates extracting 200,000 tons a year. Satisfac- 
tory tests have been made and production on an industrial 
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Table 173. 


Mexico: Elemental sulphur output 
and consumption 
(Thousands of tons) 


Nr  ——————_—_—_a_Q_v 
Apparent 


Years Production Imports Exports consumption 
OAS tate achasts 8.5 4.1 ae 9.6 
1946. Bell Biss) 7 del: 
OA Meee ins: Bal 3.0 eZ ao 
1948.32 At Byes 4.8 —_ 10.0 
VOB. Assis ia ee. lees 0.3 12.0 
1950. 11.4 11.4 0.6 Papel? 
1951. 29.6 10.6 6.9 33.3 
OS DF ees 54.0 6.1 9.1 51.0 
LOSS Rema « « 41.0 1655) 4.5 44.0 


Sources: For production: J. Gonzalez Reyna, El Yacimiento de 
Azufre de S. Rafael Huascamdn, S.L.P., Mexico, oy eeel 1947; 
and Direccién General de Minas, Secretaria de Economia; for 
imports and exports: Direccién General de Estadistica. 


scale will start in mid-1954. The Jaltipan-Potrerillos loca- 
tion, with reserves estimated at between 7,000 and 12,000 
tons, was rented to another company which plans to in- 
vest 60 million pesos for an annual output of 500,000 
tons. A third company is undertaking a large drilling pro- 
gramme in the state of Veracruz but the results are as yet 
unknown. 


(g) Peru 


Peruvian sulphur is extracted from mines situated in 
the department of Tacna and worked by three companies. 
Since 1945 output has remained fairly stable at some 
2,000 tons annually, which is sufficient to meet domestic 
demand and to provide a small exportable surplus. Only 
sulphur of special quality, mainly for agricultural use, 
is imported. The same trends have been evident in Peru 
as in the other sulphur producing countries during the 
years of the world shortage, that is, a sharp increase in 
output and exports, reaching a peak in 1952, followed 
by a decline in 1953. (See table 174.) 


_gases derived from toasting lead and zinc ores. The only 
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Production of sulphuric acid plays an important part — 
in aggregate sulphur supplies and is obtained from the |] 


plant in Peru, which is owned by a mining company, has 
experienced difficulty in meeting the demand because its 
own consumption has risen since the installation of a new 
electrolytic copper refinery. A textile company, one of 
the largest consumers, is installing a new sulphuric acid 
plant. Its own requirements will absorb half the output, 
which will total 10 tons a day. 


(h) Venezuela 4 


The installation of a refinery with an annual capacity | 
of 200,000 tons of sulphur will make Venezuela a sulphur | 
producer in 1954. The refinery is being built at Carapano; | 
it is owned by a United States company and will cost | 
approximately 15 million dollars. Ores from the Costa | 


Mora mine in the State of Sucre will be used. 


| 


Hitherto Venezuela was obliged to import in order to — 
meet domestic requirements of elemental sulphur and 
derivatives. From 1945 to 1952 purchases abroad showed 
a steady upward trend, rising from 60 to 309 tons an- 
nually. Between January and November 1953 such im- 
ports reached a record of 1,100 tons. 


The new sulphuric acid plant at Maracay began pro- 
duction in 1953 with a daily output of 15 tons. Consump- 
tion has been increasing in recent years, particularly 
since 1952 when a synthetic detergent plant was estab- 
lished, but will be amply covered. 


Petroleum, which has an average sulphur content of 
1.0 to 2.9 per cent, is another important source of output. 
The petroleum companies, which manufacture sulphuric 
acid for their own needs, have only used a part of the 
potential resources. Nevertheless, on the basis of present 
crude petroleum production, from 1 million to 1,500,000 
tons of sulphur a year could be extracted using the same 
recovery methods as those employed in Mexico at the 
Poza Rica refinery. 


Table 174. Peru: Sulphur output and consumption 


(Thousands of tons) 


ree 


Sulphuric acid 


Years Production productions Imports Exports Phe ami, 

1945 ne Reena 2.7 2.4 0.3 0.6 

19460, oh Sure Ta 2.5 2.3 0.5 0.4 Bi 
OATS IM HLUs . Aotce. y 7 2.6 0.4 0.8 3.3 
L048. Aiclt. Jas, tespeamen ll 2.5 0.3 1.0 3.6 
folom ee ee 0.1 3.5 0.8 0.3 4.1 
coco ee 21 3.4 0.6 0.1 at 
foo le SENG 2.3 4.0 0.6 2.9 re 
Hota! ols can bie 8. 5.1 4.2 2.7 4.7 1.4 
Tl, ee Sane 4.2 2.7 0.6 


Sources: Anuarios de la Industria Minera del 


Perti; and Anuarios de Comercio Exterior. 


* The equivalent of sulphur—obtained from 


gases of toasted minerals. 
> January to September. 
° January to November. 


I. GENERAL CONSIDERATIONS 


In 1953, industrialization continued in Latin America, 
Ithough more slowly. Imports of industrial equipment and 
achinery remained at high levels in several countries 
f the region. In others, which are more highly industrial- 
zed, the production of machinery has increased with the 
apid expansion of mechanical transforming industries. 


Another indication of industrial progress in Latin Amer- 
ca is apparent in the introduction of new branches of 
ctivity, some of them basic. In the section of this chapter 
ealing with events in selected countries, developments of 
very type in the industrial field will be enumerated, and 
heir significance is enhanced by the fact that in general 
hey are relatively complex industries, requiring advanced 
echniques and substantial investment. 


The year 1953 was relatively fruitful although, due in 
art to the rate of growth, all the factors have not been as 
favourable as in the early post-war era. This situation, 
which is unfortunately not reflected in industrial output 
indices because new industries are not included therein, is 
due in the first instance to the efforts made in Latin Amer- 
ica to replace imports, and secondly to the attempts of sup- 
plier countries to re-locate industries in order to protect 
them from the possible effects of exchange rates and tariff 
barriers. 


The over-all trend in industrial production varied, the 
index showing a slight rise in the principal countries and 
even a reduction in two of the most important, Argentina 
and Mexico. The rate of increase in the region’s industrial 
output, which on the average was 7.7 per cent during 
1945-50, fell to 4.1 per cent in 1952 and to 1.3 per cent 
in 1953. (See table 175.) This discrepancy between the 
growth of industry and the falling rate of industrial output 
is due to a number of causes, which are analysed later. 


~The scarcity of foreign exchange in most Latin-Ameri- 
can countries affects industry’s purchases of imported raw 
materials and other indispensable items. 
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Latin-American industries produce essentially for their 
domestic markets, which as a rule are very limited. During 
1953 a contraction in these domestic markets was apparent, 
especially in Bolivia, Ecuador, Mexico and Peru; it was 
mainly due to the rise in the cost of living which restricted 
demand to basic consumer products such as foodstuffs. 


The reduction in sales in domestic markets led some 
countries to attempt to export surplus stocks. But the sup- 
ply position in world markets prevented this policy from 
achieving success. The situation had been different during 
the two years just after the war when, as a result of the 
scarcity of goods caused by the war, some Latin-American 
countries had been able to establish an export flow of in- 
dustrial goods to other countries in the region. Moreover, 
the efforts made by some Latin-American nations to export 
raw materials after the greatest possible degree of process- 
ing have in practice encountered serious handicaps, since 
industrialized countries have been unwilling to modify the 
protective policy favouring their own industries. Some ex- 
amples, among others, are Argentine linseed oil, Uruguayan 
wool tops and Peruvian canned fish. Market restrictions 
have coincided in some countries, such as Mexico, with ex- 
pansion programmes in a series of important industries, 
which have created financial problems for many enter- 
prises and a decrease in the utilization coefficient of pro- 
ductive capacity. 


Foreign competition sharpened in 1953, despite protec- 
tive tariffs, because some countries sold their manufactures 
at lower prices than those established on their domestic 
markets in order to acquire dollars. 


When anti-inflationary measures adopted in some coun- 
tries caused a contraction of credit, they not only arrested 
the expansion process but also hampered normal industrial 
development. This phenomenon was noted in Argentina 
although to a less extent than in 1952—and in Bolivia, 
Colombia and Peru. 


The shortage of energy, particularly electric power, pre- 
vailing in almost all Latin-American countries reduced the 


Table 175. Latin America: Indices of industrial output 
(1948 = 100) 

ES 

Yeors aay none Argentina Brazil Colombia Chile Mexico Peru 

5 5 93.9 88.5 

(Le): iit Tapas vi 75.9 74.4 Hey? 84. 
ASCO Bites 86.8 85.7 86.8 86.7 95.7 95.9 ae 
LOST asu Ps a» 93.1 98.7 90.3 90.5 96.1 93.9 93. 
LOAS Hace 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1949); cieeey 104.2 96.3 116.4 105.4 103.6 107.7 104.4 
1950. ie 22 99.2 116.5 116.8 103.6 121.4 110.5 
1051. stacy 120.6 101.0 131.0 120.8 107.4 133.6 123.7 
in 125.6 95.9 145.2 137.8 118.0 130.3 127.3 
(ose, 127.2 92.4 148.7 142.2 129.6 127.7 - 


Source: Economic Commission for Latin America, 
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based on official statistics. 
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working efficiency of industrial plants. But there have been 
advances in relation to the previous year, since several 
power stations have been completed. 


The present industrial crisis in some Latin-American 
countries has all the characteristics of a crisis of growth; 
but this does not mean that it has become any less urgent 
for industrialization to continue as the means of achiev- 
ing harmonious economic development. 


Industrial activities, and particularly those of a basic 
character (iron and steel, transforming industries, heavy 
chemical industries, cement, textiles, etc.) have favoured 
the growth of economic stability in the Latin-American 
countries by reducing their dependence on fluctuations in 
the world market. 


II. DEVELOPMENT OF THE MAIN INDUSTRIES 


The strongest industrial impulse has been felt in the 
capital goods sector. The basic iron and steel industry is 
already of considerable importance in Brazil, Chile and 
Mexico. Colombia, with the opening of the Paz de Rio 
project, Argentina, with its San Nicolas steel mill, and 
Peru, with the Chimbote mill, will all contribute still 
further to the increase of steel production in Latin 
America. In 1952 regional output amounted to 1,500,000 
metric tons. (See table 176.) 


Table 176. Latin America: Indices of iron 
and steel output 


(Thousands of tons) 


Country and product 1951 1952 1953 

Brazil: 

Pighronnke oes Seek 776.2 811.1 872.5 

Steellingotsrem vies caren: 850.0 893.4 1,009.0 

Finished steel........... 696.6 719.6 810.8 
Chile: 

Pigviron steer. sy. Gees «ke 239.9 269.9 285.8 

Steclingotsome reer nr 178.3 243.4 313.0 

Finished steel........... 130.1 180.2 200.1 
Mexico: 

EIBHEOD! ss s(sfesnsee ee oe 254.2 305.0 242.2 

Steelvingotsom ean. ae ie 455.9 536.5 501.9 

Kinished steel 7. cee 440.6 507.7 


Source: Economic Commission for Latin America, based on official 
and private statistics. 


* The table includes the three countries which produce iron and 
steel almost entirely from iron ore. The Argentine steel industry, 
which produced 300 thousand tons of steel in 1950, is excluded 
because Regaeen output is limited, the principal raw material being 
scrap and imported billet. 


During 1953, however, production remained approxi- 
mately at the 1952 level due to the lower output from 
Mexican steel mills. 


On the basis of these industries, the sales of which are 
mainly effected in growing domestic markets, mechanical 
transforming industries have been established, marking a 
new development in Latin America’s industry. Argentina, 
Brazil and Mexico in particular possess plants of con- 
siderable importance and have therefore been able to re- 
duce imports of machinery, motors, railway rolling stock, 
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and so on. The stage of vehicle assembly is already ad- 
vanced, so that the manufacture of motor vehicles does not 
appear far distant. Elsewhere, despite the fact that many 
countries are passing through an unfavourable period as" 
regards the availabality of foreign exchange, no effo1 S 
have been spared to import machinery and industrial © 
equipment and thus raise the output level. 


q 
Cement production has also risen at a high rate to meet _ 
public and private demand. In 1952 output exceeded 
8,500,000 tons. In 1953 there was a rise of 8.5 per cent over 
the previous year, providing a 10.8 per cent cumulative 
annual rate of increase for the entire period 1948-53. (See 
table 177 and chart LXVIII.) , 


Chart LX VIII 


LATIN AMERICA: CEMENT OUTPUT 


Index: 1948=100 
(Semi-logarithmic scale) ; 


Source: Economic Commission for Latin America. 


Nevertheless, some countries—Bolivia, Brazil, Ecuador, 
Paraguay, Peru, Uruguay, Venezuela and the Central 
American republics—were obliged to import cement to 
meet consumption requirements. In contrast, the industry 
in Mexico for the first time recorded surplus cement stocks 
at the close of the year. 


Progress was also visible in the sector of basic chemical 
industries. The example of Colombia with its Solvay soda, 
bicarbonate and caustic soda plants will be followed by 
Brazil with a sodium carbonate plant having a capacity 
of 100,000 tons annually. Argentina is to establish an 
electrolytic plant to produce 20,000 tons of caustic soda 
per year. In general greater activity was evident in several 
alkali-producing countries during 1953, always with the 
aim of reducing foreign purchases of these basic products 
which represent a substantial import quantum for Latin 


America. (See tables 178 and 179.) 


a 


Table 177. Latin America: Cement output 


(Thousands of tons) 
sees: Gs mehiagens Th wi AL 


Rate of annual 


Countries 1948 1949 1950 1954 1952 952 Maecenas 
increase 
1948-53 
ars aria eat eee ee ee A 
Argentina dwitasdacesnde tid. 1252 1,446 1,558 1,543 1,529 1,659 5.8 
Bolivia Sotelete ost Mere ado: out 39 42 38 39 37 34 —2.9 
Brazil ORs eee ee Ee 1,113 1,281 1,363 1,441 1,597 930 10.8 
Chile. .......000..2..00. 540 548 592 673 816 762 6.9 
CONOR F530 20 Ces ee 364 475 567 646 707 869 19.0 
So eee eer eer 285 312 316 382 419 405 7.3 
Dominican Republic. ..... 42 57 73 101 138 126 24.4 
EET ET Fy een | nee ae 40 52 57 79 89 91 Viet 
RRO ions: cetplne vin ict 34 40 46 61 64 57 10.9 
) EE ee eee papas 1,080 a 1,388 1,535 1,640 1,672 9.1 
IULCAEACTA Ma sare vo. +4 16 16 15 20 20 22 6.3 
RAUEEAEG: cic ct 00 tated vey — — _ _ 4 3 — 
fe ae ee pe eee 281 288 331 367 370 449 9.8 
Wrugiays. so-- 2s. 6 te 276 294 300 293 287 294 1.2 
Wenesmiela oro cass tua S 205 300 491 621 840 819» 36.9 
TotaL 5,567 6,328 7,135 7,801 8,557 9,286 10.8 
Source: Economic Commission for Latin * Until June. 
America, based on official statistics. > Until October. 


Table 178. Latin America: Caustic soda imports 
(Thousands of tons) 


Countries 1948 1949 1950 1951 1952 1952 
Argentina........ 52.6 14.2 52.1 38.9 45.8 38.9 
U1 be eee 58.3 56.0 65.9 103.8 48.4 15.2 
Slew a spe = 4.3 4.0 5.9 5.3 5.8 4.6 
Colombia........ 9.1 10.7 10.4 10.6 3.9% 0.5* 
Ecuador......... 0.8 0.9 1.0 1.5 0.9 1.0 
Mexicosscwo202's 25.6 17.2 25.6 24.3 21.5 31.0 
Veraitolg aves «7 4.2 5.2 4.8 5.7 3.4 5.0 
U 3 Be Seis 3.5 3.6 4.1 4.6 1.0 4.0 
~ Gites DES Fate x 4.4 4.3 4.0 6.0 6.5 5.9 

Tota 162.8 116.1 173.8 200.7 137.2 166.1 


a a a i eS 
Source: Economic Commission for Latin America, based on official and private statistics. 
* The difference arises from the substitution of imports by domestic output at the Betania plant. 


Table 179. Latin America: Sodium carbonate imports 
(Thousands of tons) 


Countries 1948 1949 1950 1951 1952 1953 
i 6.8 
Argentina....... 62.4 34.3 43.7 87.4 52.4 4 
Brazil PPE. 40.0 36.8 60.8 80.0 40.8 59.2 
Ciena 2 AG 1.6 0.9 0.9 1.0 0.4 
Colonibis 5 52208 8.5 2.8 BNE 10.5 1 —3 
Recuadets50%2<5- 0.3 0.4 0.3 _0.5 0.4 0.4 
Mexico.........- 30.5 27.8 42.4 58.6 41.8 71.0 
Perit i.) Facies Lo 6.9 3.0 11.6 4.5 7.8 
Uruguay.....--.- 5.3 6.0 9.2 11.2 5.0 oo 
Venezuela....... 2.9 Be 1.4 fa 0.7> 0.3 
Torar 167.9 117.8 165.2 263.0 146.7 194.4 


Source: Economic Commission for Latin America, based on official and private statistics. 


~ d tic output at the Betania plant. ; 
Pama Seve ef iaectic fee of sodium carbonate from the Lagunillas deposits. 


Several projects are either already in operation or being 
studied in order to increase the output of nitrate and phos- 
phate fertilizers in view of the well-known shortage of 
nitrogen and phosphorus in Latin America’s arable land. 


In 1953, although a slight decline occurred in over-all 
sulphuric acid production due to a decrease in Brazil, work 
continued on the installation of new plants in Brazil, Chile, 


Colombia, Peru and Venezuela. (See table 180.) 


Textile output, after falling by 4.1 per cent in 1951 and 
by a further 1.8 per cent in 1952, recovered by 1 per cent in 
1953. This rise was mainly due to an increase in the pro- 
duction of artificial fibres, since a market favourable to 
higher consumption of these fibres brought new plants into 
production in Brazil, Mexico, Peru and Venezuela. (See 


table 181.) 


Table 180. Latin America: Sulphuric acid output 
(Thousands of tons) 
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The paper industry’s market was still firm, but less active 
than in former years. The 9 per cent reduction in Argen- 
tina’s output, which accounts for more than 30 per cent 
of all Latin-American production, slightly reduced the 
average annual rate of increase, which amounted to 8.5 
per cent in the 1948-52 period. (See table 182.) But the 
process of expansion is continuing and at present the mos 
important developments are those taking place in Brazil, 
Chile and Mexico.2 The studies in hand in Bolivia, Para- 
guay and Peru with a view to the establishment of pulp © 
and paper mills are also of great interest. 


1In Chile a 50,000 ton capacity sulphate pulp mill is being 
built, as well as a second mill with a capacity of 44,000 tons of | 
newsprint and 6,000 tons of paperboard. In Mexico a further mill, | 
to produce 61,000 tons of pulp annually, is being installed. 


Rate of annual 


cumulative 

Countries 1948 1949 1950 1951 1952 1953 increase 

1948-53 

Argentina........ 74.6 (Nees 77.2 64.5 60.5 59.0 — 48 

Brazil@se...%,s<.s She 81.4 121.8 LOG 150.4 121-5 16.3 

Chileon sere s are ival 4.8 4.9 4,2 5.0 6.1 3.6 
Mexicomeme a. sac 36.2 38.0 43.4 85.1 104.5 112.0 20:0 

Peru sae soants 8.6 11.9 11.8 13.8 14.4 14.5 11.0 h 

UREIERT: oo go8ase 4.5 5.2 3.4 4.4, 5.3) 6.3 7.0 ; 

TotaL 186.2 203.5 249.3 268.6 329.7 310.7 10.8 

Source: Economic Commission for Latin 3 Estimates. 


America, based on official and private statistics. 


> Acid for sale only. 


Table 181. Latin America: Indices of textile output 
(1948 = 100) 
Countries 1949 1950 1951 1952 1953 > Basco cer a 
1 
Argentina bBaiaoeu.r ae 104.0 101.1 100.2 82.3 ge = Sell 
Brazil nies Wer atin 8 a th 106.0 115.0 111.0 115.0 118.0 3.4 
Chile. . bitte eee ees 100.7 99.9 98.7 105.8 124.8 4.5 
Colombia Pireiher® Bam 103.3 110.3 104.7 121.6 = 5.0 
Mexicousaien nine oe 92.0 97.5 86.9 82.5 80.7 — 4.2 
Venezuela.......... a ligges' 164.4 Para | 280.4 244.9 19.9 
TOrAtes LOB. 108.6 104.2 102.3 103.4 0.7 


Source: Economic Commission for Latin America, based on official and private statistics. 


Table 182. Latin America: Indices of paper and paperboard output 


(1948 =100) 
Sasa et ee ese i 


Countries 


Rate of annual 


1949 1950 1951 1952 1953 cumulative increase 
Argentina.......... 92.5 103.5 138.2 121.9 rl 
1.4 

Bee... a 116.0 133.0 141.0 157.0 ae He 
oi a. 104.6 109.0 116.3 119.6 121.2 3.9 
ec, \ ee 104.4 123.7 132.1 137.3 149.48 8.4 
her, 109.4 106.1 138.3 141.2 = 9.0 

Tora 105.1 119.2 136.5 138.7 137.8 6.6 


Source: Economic Commission for Latin America. 


® Paper only. 
b Estimates, 
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For other industries producing consumer goods such 
; foodstuffs and beverages, tobacco, leather and foot- 
ear, tyres and other rubber products the.situation of the 
irious products has varied from country to country 
uring 1953 without showing any specific trend. 


I. THE INDUSTRIAL SITUATION IN SELECTED COUNTRIES 


l. Argentina 


During the early months of 1953 the decline in Argen- 
na’s industrial output which had begun to be apparent 
1 1952 continued, although there were signs of a recovery 
t the beginning of the second quarter. Towards the end 
f 1952 there was confidence that the substantial harvests 
nd the initiation of the Second Five-Year Plan would 
sact favourably upon the difficult situation in which most 
idustrial enterprises found themselves, and which was 
1ainly due to a fall in demand. But the effects of the for- 
rer were not felt as soon or as strongly as had been antici- 
ated, while the latter was rendered inoperative when the 
overnment decided to postpone the 1953 development and 
ivestment programme until the following year. Although 
1e recession was serious it did not basically affect the in- 
ustrial structure, and a certain optimism was already 
bservable in commercial and manufacturing circles 


ywards May and June 1953. 


Sales of electric power to industrial concerns may give 
ome indication of the general trend in industry; they show 
1at in the first few months of 1953 manufacturing industry 
emained at the same low level it had reached at the close 
f 1952. But during the last half of the year power con- 
umption exceeded that of the comparable period of 1952 
nd reached 1951 levels. In addition the decline in con- 
umption made the effect of electricity rationing less 
evere. The regulations remained the same as in 1952, 
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factories suspending production one day a week in rota- 
tion except in the textile industry, all restrictions on which 
were removed in May 1953. 


Bank credit was still limited during 1953 but loans were 
more liberal, and a selective policy favouring activities 
in which the State has an interest was apparent. 


Faced by a contraction of domestic demand in 1952 and 
1953, some industries attempted to divert production to 
the export market. To this end, the Government established 
an Export Development Committee and considered modify- 
ing exchange rates to assist the project. However, the 
slackness of the world market prevented the Government 
from applying this policy. 


Indices of the quantum of industrial output (see table 
183) show that from the second quarter of 1953 there was 
an improvement which surpassed the absolute levels of the 
previous year. This improvement was especially marked in 
the non-durable consumer goods industries—textiles, piece 
goods, chemical products, leather and footwear—in which 
output had shown the most marked decline.” In contrast, 
although there was a minor fall in the output of durable 
goods, the level was maintained in the second quarter and 
tended only towards recovery during the third quarter 
of the year. 


In 1953 cement production developed normally, reach- 
ing 1,700,000 tons, or 7.8 per cent more than in 1952. Con- 
versely there was a marked decline in consumption, since 


* The decrease in output of certain groups of goods (textiles and 
piece goods, leather and footwear, books and printed matter) was 
so great that during the worst period, production did not reach, or 
barely surpassed, 60 per cent of the 1948 output. Tobacco manu- 
factures and petroleum by-products, on the other hand, suffered 
no crisis in production. Within the textile industry, woollen and 
cotton goods suffered most from the fall in demand; rayon and 
nylon goods sold more easily. 


Table 183. Argentina: Quantum of industrial output 
(1948 = 100) 


i 


1953 Percentage 
Industries 1952 i? = 1953¢ of aie to 
Tora 94.3 81.8 91.9 98.1 90.6 ae ote) 
Non-durable goods.........+4++++ 95.3 83.9 94.0 94.0 90.6 = Ae 
Foodstuffs and beverages......... 102.1 89.7 110.4 140.02 113.4 1 
Mobaccoves.). se aue. ote wenn oe 114.5 115.0 112.8 112.2% 113.3 — 1.0 
Rextilestyy Se BiH ARAN, 5. ob hos lene 82.3 61.4 84.7 91.48 79.2 — 3.8 
Pieceyooodssres asis = tite viele fee nie!.! 72.6 55.8 77.8 opie 69.6 — 4,1 
Paper and cardboard............ 106.2 80.8 97.0 Ae O17 1557 
Books and printed matter........ 64.1 57.9 Hse awe 67.4 a 
Chemical products...........-.- 102.0 86.0 106.6 103.3 98.6 —"3. 
Petroleum by-products..........- 133.8 138.8 138.8 140.0 139.2 4.0 
iRnbbeta « ereeteris 1 ajctl- = seraee 121.9 96.2 106.1 1103:9° 102.1 —16.2 
Hidesmerr cet scpal’ toencye-cnrs Ack “a 76.3 Be) 78.0 ous 7:3 — 6.6 
Durable goods... i324 6064-22000 92.4 78.0 88.4 92.48 86.3 = 4 
a 80.7 
amber mentee ce eel ake cones es 79.4 73.1 89.3 79.6 
Stone, glass, ceramics........... 98.6 82.5 90.1 peat aa aoe 
Metals (except machines)........ 89.4 CGH 84.3 87.9 : : 
icl d machines (except 
ts, ede eae. a 87.7 Us} 82.8 87,95 82.0 — 6.5 
paratus 125.6 1349 145.1 1352 — 7.7 


Electrical apparatus and machines. 146.5 


Source: Ministerio de Asuntos Técnicos de la 
Nacién, Sintesis Estadistica Mensual de la 
Repiiblica Argentina. 


8 One month. 
b Two months. 
e Average of the first three quarters. 
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imports during the first eleven months of 1953 amounted 
to only 1,000 tons, as against 480,000 in 1952, and factory 
stocks were also greater until August, when sales were ap- 
parently resumed. This 20 per cent drop in consumption 
was caused by a decrease in activity in both private build- 
ing and public works. The latter, which had used 36 per 
cent of domestic output in 1951, gradually reduced their 
consumption to 23 per cent by mid-1953, increasing it 
to some 27 per cent in November. Private building re- 
mained at a low level in the first few months of the year, 
and the number of construction projects begun in the 
second quarter of 1953 was the lowest for several years.’ 
A recovery is nevertheless expected, mainly as a result of 
the increase in loans for private housing by the Banco 
Hipotecario.* 


Activity in the iron and steel industry, where the situa- 
tion improved in March and April and output reached 70 
per cent of capacity, dropped by 50 per cent in May and 
June due to lack of demand. Large stocks of finished and 
semi-finished products accumulated, but the situation im- 
proved later on. 


The shortage of imported raw materials affected a num- 
ber of industries but was balanced by a reduction in out- 
put. According to industrial circles there appear to have 
been shortages in black plate, strip for tubing, plate or 
sheet for coating and brass. In contrast there were no diff- 
culties as regards supplies of raw rubber, sulphur, tin- 
plate, aluminium and copper. Good rubber supplies made 
it possible to lift restrictions on tyre sales. An increase in 
the number of import permits from August onwards im- 
proved the industrial outlook, but it is anticipated that 
Argentina will still have difficulties in importing raw 
materials, equipment spare parts and other capital goods. 


Sugar output in 1953—710,000 tons—was 15 per cent 
higher than in the previous year. Glucose (43,300 tons), 
showed an increase of 1.9 per cent for the first nine months 
of the year. Rayon production fell from a peak of 10,000 
tons in 1951 to 9,200 tons in 1952, while the figure for the 
period January-September 1953 (6,400) was 14.5 per cent 
below that for the same period of 1952. Sulphuric acid 
output, which amounted to 60,500 tons in 1952, fell by 2.5 
per cent. Caustic soda production amounted to 27,700 tons 
and will shortly be raised when production begins at an 
electrolytic plant from Italy, which has an annual capacity 
of 20,000 tons. 


The fall in industrial employment followed a similar 
course to that in the quantum of production, although with 
a number of differences. Unemployment was more marked 
in the durable than the non-durable goods industries. For 
all industrial branches, however, the number of actively 
employed workers declined less than output, due mainly 
to the policy of the Government and trade unions of prefer- 
ring a reduction in working hours to the laying-off of 
labour. Hence unemployment has not been widespread.® 


* The area covered by approved projects in Greater Buenos Aires 
fell by 18 per cent in the first 8 months of 1953 as compared with 
the same period of the previous year, 

“The limit fixed for these loans was 1,400 million pesos in the 

first half of 1953, as compared with 2,000 million for the whole of 
1952. Loans for the first four months of 1953 amounted to 850 
million pesos as against 744 million in the same period of the 
previous year. 
_ * According to some sources it is estimated that unemployment 
in March 1953 was approximately 3 to 5 per cent for men and 8 
to 12 per cent for women. The situation does not appear to have 
deteriorated subsequently. 
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In addition, increased activity in agriculture diverted a oa : 
of the labour force to rural activities, although the num-} 
bers involved were not substantial. | 


As in the previous year, the establishment of new indus-| 
tries has been almost at a standstill, the only activity 
being in official enterprises, particularly the /ndustrias 
Aeronduticas y Mecdnicas del Estado, by which the plans 
for the production of motor vehicles, tractors, etc., are. 
gradually being fulfilled. An iron and steel company is 
engaged in installing the large San Nicolas plant. A plant 
to produce railway engines, with a capacity of 100 loco- 
motives annually, is under construction at Mendoza. A 
company has been formed to undertake the manufacture 
of turbo-generators. The production of highly refined 
paraffin, vaselines and neutral oils on an industrial scale 
has begun at the first plant of its kind in South America. 
It will make possible a saving of some 3 million dollars 
of foreign currency. Of outstanding importance for Argen- 
tina’s industry is the Act on foreign investments in mining 
and industry. The Ministerial Committee for Foreign In- 
vestments has compiled a list of the principal industrial 
groups, the development of which it is desired to encour- 
age through new capital investments. This list is based on 
the priorities established in the Second Five-Year Plan. 
Although there has not yet been time for the practical re- 
sults to become evident, it is apparent that this Act has 
aroused great expectations in industrial circles both in 
Argentina and abroad. 


2. Bolivia 


The unfavourable factors affecting Bolivian industry in 
1953 caused the volume of production to fall even below 
the 1952 level, which was itself well below the levels of 
the three previous years. This decline in output was mainly 
due to the restrictions imposed upon imports of raw mate- 
rials and other basic industrial necessities following the 
deterioration in the terms of trade which was aggravated 
for a time by difficulties in selling tin. The Decrees of 14 
May 1953 pegged the new par value at 190 bolivianos to 
the dollar, raised tariffs on imports® and brought about a 
sharp rise in production costs, which in some cases caused 
the market to contract. Credit restrictions authorized 
under another Decree of 14 May, which fixed the maxi- 
mum limit for bank loans at the figure reached on 30 April 
1953, also affected industry, as did the fact that to the 
surcharges in force were added taxation adjustments.’ 
For all these reasons output declined during the year, to 
varying degrees. There was nevertheless a range of invest- 
ment in the:manufacturing industry with the general aim 
of replacing imports by domestic goods. 


Shortages of foreign exchange made it difficult to main- 
tain the existing level of imports of machinery and indus- 
trial equipment, the constant value of which in 1948 
dollars was 3.6 per cent less in 1952 than in 1948, when 
the total stood at 7 million dollars, a figure which includes 
some mining equipment. To judge by the figures for the 
first half of 1953 output of textiles, Bolivia’s most impor- 
tant manufactured goods did not exceed the 1952 figure 
of 9,500,000 metres of cotton and 1,250,000 metres of wool, 
which in turn was 11.6 per cent below the average for 


3 An additional surcharge of 50 per cent was placed on the 
c.i.f. value of most raw materials. 


a tax on industrial profits was raised from 16.8 to 27.5 per 
cent, 
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1944-51. The fall in output was greatest in the cotton in- 
dustry, which is entirely dependent on imported raw mate- 
rials. The leather and footwear industries, which use do- 
mestic raw materials, enjoyed better conditions for devel- 
opment than most branches of industry in 1953. Some 
progress was apparent in the manufacture of paints, phar- 
maceutical products, plastic moulding and finished textile 
goods. In the field of glassware an automatic plant with 
a capacity of 1,500 bottles an hour has entered production. 


Output in the milling industry, where 55 per cent of the 
raw material used is home-produced, also declined. The 
sugar industry, consisting of two small refineries—one of 
which is in process of expansion—at present produces 
10,000 tons a year, or 25 per cent of the amount consumed. 
This industry will increase its output by means of a plant 
with a capacity of 20,000 tons annually, to be installed 
at Montero, Department of Santa Cruz, at the request of the 
Bolivian Development Corporation. 


A plant for the manufacture of edible and industrial oils 
is being established near Ixianas in the province of Itur- 
ralde by an Italian firm; it will have an annual capacity 
of 2 million litres, and plantations of sunflower and pea- 
nuts have been laid down for its use. It appears that this 
plant will shortly be able to produce 100,000 litres of sun- 
flower seed and peanut oil and 750,000 litres of medicinal 
and industrial oils. 


The cement industry is represented by a single factory at 
Viacha, where output declined from 37,200 tons in 1952 
to 33,800 tons in 1953. Since this is inadequate to supply 
domestic needs a second plant at Sucre, with a capacity 
of 100 tons daily, is about to enter production. 


The Ministry of National Economy has called for ten- 
ders to equip a plant for the manufacture of tyres and rub- 
ber power belting on condition that it uses domestically 
produced raw materials where possible, the Government 
guaranteeing required supplies of imported raw materials. 
In view of the successful outcome of surveys and practical 
tests, the Ministry has also asked for an allocation of for- 
eign exchange to cover imports of industrial equipment 
to produce pulp and paper. This project was still under 
consideration by the Ministry of Finance at the end of 1953. 
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Finally, the Development Corporation has drawn up a 
four-year industrial plan which includes the installation 
of a rice-polishing mill at Montero with a capacity of 2.2 
tons per hour, the equipment of which has already been 
acquired ; the establishment at Montepunco of a sawmill 
with an output of 25,000 square feet daily; and the con- 
struction of a third cement factory to be situated between 
Oruro and Cochabamba which will supply the require- 
ments of the central zone. 


3. Brazil 


In the first half of 1953 the rate of increase in the 
yuantum of Brazil’s industrial output slackened in relation 
to the over-all post-war rate. The new quantum index for 
manufacturing industries published by the Fundacdo Gett- 
lio Vargas* shows that in the first half of 1953 the rate 
of increase in output dropped by 1.5 per cent as compared 
with a rate of increase of 9.3 per cent during 1947-52. 
(See table 184.) This decline in the rate of expansion was 
largely due to events affecting Brazil’s foreign trade. The 
difficult situation observed since 1951 in connexion with 
the balance of payments became acute in 1953 and made 
necessary the adoption of a series of restrictive import 
measures which affected indusiry. 


Although the raw material stocks accumulated as a re- 
sult of heavy imports during 1951 and 1952 weakened the 
effect of the restrictions, a slowing down of activity was 
noted towards the end of 1953 in various industries, espe- 
cially metallurgy, which uses aluminium; textiles, due to 
lack of dyes and chemical products for finishing; and 
motor vehicle assembly plants. It is believed that this situa- 
tion will continue in 1954 and that the capacity to import 
will stand at the 1949-50 level. However, plans for enlarg- 
ing and creating new industries, above all in the basic 
branches, will relieve import requirements.° 


® The new indices prepared by the Instituto da Economia of the 
Fundacao Getulio Vargas are more complete than those appearing 
in the Economic Survey of Latin America, 1951-52, which are based 
on data from the 1950 industrial census. Therefore the new series 
replace those used in the earlier Survey. 

® Brazilian sources estimate that the initial economies in foreign 
exchange accruing from new industrial projects will be in the region 
of 32 million dollars in 1953, 58 millions in 1954, 126 millions in 
1955 and almost 160 millions in 1956. 


Table 184. Brazil: Indices of output of manufacturing industries 


(1948 = 100) 


Me Sar 


Industries 1949 

Cement jar entee sae. cee ees 115 
Metalsenyncterc cic .tntctetete <tckcvelelere 1h 
Transport equipment...........- 63 
Paper and paperboard........... 116 
Rib bere act come eid: alert) o)=.<1-k- 122 
Vegetable oils and fats.......... 104 
irdessanduskinS iret aeeis rele cite = 104 
ilsdnllGis540es Guaibas TOP OoOST © 106 
Moodstutis joe terest cients ae ale enc 102 
Beverages... ..ce-csyetiee cece ees 99 
105 


Transforming industries 


1950 


124 
147 

73 
133 
139 
112 
104 
115 
105 
UNG 
117 


Percentage 

of annual 

cumulative 
1951 1952 1953 increase, 

first half-year 
1947-52 

131 145 180 Hee 
159 167 182 15.6 
143 I 57 34.0 
141 ayes = LIES 
159 170 150 14.9 
126 — -—- — 
111 105 = 2.5 
111 115 118 3.9 
114 123 — 6.2 
143 151 158 10.7 
126 136 138 9.3 


Source: Instituto de Economfa de la Fundacio Getulio Vargas. 
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The shortage of electric power has continued to be a 
problem for industry, particularly in the states of Sao 
Paulo and Rio de Janeiro.*° 


The new exchange system established in October may 
have repercussions favourable to industry, although in 
some sectors there is some discontent as to the order in 
which import priorities have been drawn up. With foreign 
exchange scarce, industry may have greater difficulty in 
acquiring raw materials and equipment. Tariffs—now in 
course of revision will be higher in order to protect domes- 
tic industries. Finally, in the tradition of Latin-American 
industrial development, higher prices and the shortage of 
finished foreign goods may stimulate domestic investment, 
especially in the capital goods industries for which Brazil 
now has the necessary heavy industry. 


Both the steel and cement industries were little affected 
by the previous restrictions, and expansion plans continued 
to develop normally. 


Iron and steel output continued to increase: pig iron 
output was 9.5 per cent above that of 1952, ingots 13 per 
cent above and sheets 12.8 per cent above. Plans to expand 
the Voltat Redonda plant will greatly increase Brazil’s steel 
production"! and it is hoped that the second blast furnace 
will enter production during the first half of 1954, thus 
raising the plant’s capacity to 710,000 tons of ingots as 
against 476,000 tons in 1952. The installation of a new 
battery of 21 coking ovens has been completed. Substan- 
tial enlargements to the power plant and steelworks have 
been carried out, and it is shortly hoped to begin the in- 
dustrial output of metallic structures. Equipment for roll- 
ing mill production has also been enlarged and the output 
of sheets, rails and other items will increase accordingly. 
In 1953, two projects for a third addition to the Volta 
Redonda plant, to raise output to a million tons annually, 
were sent to Congress. To achieve this the capital must be 
increased and a foreign loan of 35 million dollars obtained 
to import equipment not locally produced. 


Private enterprise has also been active in this field. One 
firm intends to increase production to 250,000 tons of steel, 
another will soon raise output to 125,000 tons of special 
high-grade steels, and three other firms will shortly pro- 
duce an additional 100,000, 40,000 and 125,000 tons re- 
spectively. Everything appears to indicate that Brazilian 
steel output will soon reach 2,500,000 tons annually. 


Metallurgical industry in general has grown more rap- 
idly than in 1952. An important event was the opening of a 
plant to manufacture seamless steel tubes in the state of 
Sao Paulo; it will be the first of its kind in Brazil, and its 
output is estimated at 20,000 tons. 


The cement industry, comprising 14 plants with an an- 
nual capacity of 2,460,000 tons, increased its production in 
the first half of 1953 by 24.1 per cent above the monthly 
average for the previous year. It is possible that by the end 
of the year it will have produced 2 million tons. Measures 
such as the suspension for five years of customs duties 
on imported equipment, the reduction of taxation and the 
like have been adopted to encourage investment in this 
sector and reduce the heavy imports, which in 1952 totalled 
820,000 tons and in 1953 may reach one million tons. 


*° See part II, chapter IV. 


“At present, Brazil produces two-thirds of its steel require- 
ments, 


~ further 380,000 tons which, with the greater output of 


Four new plants are being built and will begin production 
early in 1954. They will increase productive capacity by a 


existing plants, should raise cement production to 3,304, | 
000 tons towards the end of 1954. In some cases the output 
of cement plants encountered transport difficulties.” 


The output of the textile industry improved in qualit A | 
and tonnage, but the rate of growth of 3.9 per cent in 1952 | 
fell to 2.8 per cent in 1953. A similar trend was observed | 
in the beverage industry. : 


In 1953 production of paper from sugar cane bagasse 
began on a commercial scale with 9 tons daily, which is 
expected to increase within a few months. Aggregate 
paper output amounted to some 250,000 tons but was in- | 
sufficient for consumer requirements and some 100,000 | 
tons, consisting principally of newsprint, were imported. | 


Rubber production, which in 1952 stood at 28,200 tons, | 
reached some 30,000 tons, of which 26,000 tons were ab- | 
sorbed by the tyre industry. The sheet-glass industry con- — 
tinued to satisfy growing consumer needs, with an output 
which surpassed that of 1952 in both volume and variety. 
This industry has begun to manufacture special glass for 
cars and aeroplanes. 


Notwithstanding the position of Brazil’s economy, there - 
was in 1953 a marked interest in the establishment of new 
industries financed by both domestic and foreign capital. 
Most of the new companies plan to build their factories 
in the state of Sao Paulo. 


There is particular interest in undertaking the produc- 
tion of vehicles, tractors and motors or in expanding exist- 
ing assembly plants. The definite establishment of a motor 
vehicle industry is very important to Brazil since the num- | 
ber of motor vehicles totals 600,000, 100,000 of which > 
were imported in 1952. A British concern has set up a 
company which will begin by assembling vehicles and 
will later manufacture them, while a French firm has 
formed a company jointly with Brazilian capital to as- 
semble heavy trucks, with a view to producing tractors and 
trolley-buses later on. The Brazilian subsidiary of a United 
States corporation is equipped to turn out 40 jeeps a day 
and may soon have an output of 100. Another United States 
company has established a plant with a capacity of 125 
units a day, and plans to manufacture pressed steel for 
motor-lorry cabins next year. A branch of another United 
States corporation has submitted to the Government a large 
scale plan for the installation of a motor-car and motor- 
lorry factory. A Brazilian firm has signed a seven-year 
contract with an Italian company for technical assistance 
and will start building part of the equipment for 1,000 
tractors, with the hope of producing complete vehicles 
later on. The Government recently authorized the forma- 
tion of a company with mixed German and Brazilian capi- 
tal to manufacture farm machinery and tools. A firm re- 
cently established in Brazil will produce tractors under 
a French patent. It is hoped that at the end of 1954 a 
diesel motor factory financed by French, Belgian and Bra- 
zilian capital will begin production; the manufacture of 
motors up to 500 HP is envisaged. There is also interest 
in the production of aircraft, and contracts have been 


™ One of the plants, situated in the state of Bahia, temporarily 
suspended production because the cost of transport to Rio de 
Janeiro was 22 cruzeiros a sack, whereas transport from West Ger- 
many cost 7 cruzeiros. 


hapter III. Industry 


ee eee 


gned with foreign firms for the assembly of training 
ircraft. j 


The chemical industries provide another instance of in- 
estment activity. A Brazilian firm is installing a plant for 
inyl resins with a capacity of 450 tons a month, and by 
ud-1955 expects to produce a further 250 tons a month. 
n 1954 a subsidiary of a Belgian firm will begin produc- 
on of polyvinyl resins in sufficient quantity to enable 
razil to become self-sufficient in plastic materials.2® 
hthalic anhydride is being produced commercially in the 
ountry for the first time at a plant with a capacity of 30 
ns a month; output should increase as soon as the manu- 
acture of derivatives of this chemical compound is begun. 
n Cubatao a fertilizer factory will be installed which will 
roduce 100,000 tons of ammonium nitrate a year and also 
mmoniac and nitric acid; the plant, which will operate 
ith European machinery, is being sent to Brazil and it is 
oped that at least 80 per cent of the equipment will ar- 
ive at Santos by the beginning of 1954. In addition a plant 
nanced with domestic capital is being installed to pro- 
uce phosphate fertilizers in the state of Minas Gerais, 
rhere apatite deposits will be brought into industrial use. 
tis expected that initial production will yield 50,000 tons 
f superphosphates a year. Two United States companies 
Jan to install a DDT plant producing 1,800 tons, which 
hould reach the market by mid-1954. At the same period 
‘penicillin plant at present under construction will begin 
peration at Santot Amarao. The biggest rayon-producing 
ompany in the country will begin production of high-re- 
istance fibres for tyres in a plant with a capacity of 11,000 
ons and costing 50 million dollars. Another Brazilian firm 
jill produce 3 tons of continuous filament and 5 tons of 
ut filament daily by the beginning of 1954. 


_ New installations are planned in other branches of pro- 
uction. The first sewing-machine company, a subsidiary 
f an Italian firm, with an initial output of 2,000 units 
nnually, has been established. In Sao Paulo a Dutch firm 
Jans to manufacture electric bulbs and X-ray apparatus. 
\ factory to produce ophthalmic lenses, with a production 
f 3,000 pairs a day, or double the present output, will also 
e installed in this state. A United States firm plans to es- 
ablish a typewriter factory at Rio de Janeiro and there 
re also plans to produce celluloid and photographic paper, 
recision instruments, electronic valves and other wireless 
quipment, carbon electrodes, thermostats, plywood and 
o forth. The aluminium plant will be enlarged and output 
ncreased to 20,000 tons a year, which will eliminate im- 
orts. A factory to produce pulp for paper manufacture, 
yith a capacity of 15,000 tons a year and using eucalyptus 
rood, is to be established in Sao Paulo. It will also pro- 
uce, by electrolytic means, caustic soda and chlorine, 
thich are both needed in the manufacture of chemical 
ulp. 


4. Chile 


Chile’s industrial output has continued to increase in 
953. The general index of manufacturing production, ex- 
luding building and including gas and electric power, rose 
y 6.9 per cent in the first ten months above that for the 
ame period of 1952. In 1953, however, there were some 
idications that the strong upward movement apparent 


a8 This firm, in its SAo Paulo plant, now produces caustic soda, 
quid chlorine, hydrochloric acid, sodium hypochlorite and other 


roducts. 
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since 1951 was becoming less marked. The economy of the 
conntry was adversely affected by difficulties of placing 
copper and nitrate on the world market. Nevertheless, due 
to past and present efforts to import industrial machinery, 
Chile possesses a very advanced industrial structure which 
makes possible the replacement of many imported con- 
sumer goods by domestic production. Taking into account 
some machinery destined for the mining and metallurgical 
industries which cannot be shown separately in the sta- 
tistics, imports of machinery and industrial equipment 
were 30.6 per cent greater in 1952 than in 1948, when such 
capital goods to a value of 31,100,000 dollars were im- 
ported, The development of mechanical transforming in- 
dustries, on which a start has been made, will make it pos- 
sible to reduce imports of machinery, motors, railway 
equipment and the like in the near future. 


Import restrictions and the increasing rate of inflation 
were the economic factors which more affected the develop- 
ment of industry in 1953. Although both factors created 
increased demand for domestic manufactured goods, the 
continuation of import restrictions on raw materials may 
cause difficulties in the long run. Further, inflation has had 
its inevitable consequences, among them, strikes for higher 
wages and an increasingly vulnerable situation of enter- 
prise. 


Although electric power output from the thirty-two gen- 
erating plants rose some 6 per cent above that for a similar 
period in 1952, the problem of electric power shortages 
reappeared in the ceniral zone during the winter. Never- 
theless the application of a new rationing system, to which 
industry adapted itself, improved working conditions and 
avoided the serious problem involved in closing factories 
on one day a week or fortnight according to the power 
shortage. 


The rate of increase of production in the Huachipato 
iron and steel plant was less than in 1952, since with pres- 
ent installations capacity output has almost been attained. 
In 1953 the plant substantially increased its output of thick 
and thin plates, which was 52.6 per cent above that of 
1952, but the output of bars, sections, rods and strip de- 
clined. Tinplate output also declined due to a temporary 
drop in consumption. (See table 185.) The development 
of plans to enlarge and improve the Huachipato plant 
continued during 1953. 


The blast furnace at Corral has increased production by 
8 per cent and is now producing 24,300 tons a year. During 
1953 93,000 tons of steel were exported, or 89.7 per cent 


Table 185. Chile: Iron and steel output 


(Thousands of tons) 


1951 1952 1953 
Pig iron denne nc redonor ac onl Oe he: 239.9 269.9 285.8 
Steel ingots eae an. d09¢oc2-)20- oe 178.3 242.6 313.0 
Total of finished steel............- 130.1 180.3 200.0 
Bars, sections, wire rods and strips. . . 74.7 OZ 101.6 
Thick and thin plate or sheet...... 39.6 54.0 82.4 
Tin plate tvs s))7 Vi eeltnn ss toate 11.9 16.0 2 
Steelitubés®*i a.ee0deened efbe se ee 3.8 7.6 0.8 


ne 
Source: Compaitia de Acero del Pacifico. 
 Soldered tubes of medium diameter manufactured directly at 


Huachipato. 
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re than in 1952. Exports of pig-iron amounted to The production of beer and mineral beverages also in 
11,500 tons, or 32.3 per a more ee in the preceding creased sharply, by 13 per cent. After an appre 
year. The plant producing steel structures for building, in 1952 the sugar refining industry Bape ee outpu 
bridges and the like, which had operated part-time since only 5.6 per cent in the first ten months o ‘ 
the end of 1952, began full-capacity production in mid- The textile industry’s output index rose by 10 per 
1953. In 1953 the calcium carbide and ferrous alloy plant in the first ten months, thus maintaining the upward tr 
began production, as did a factory making farm imple- of 1952, owing in particular to the marked increase of § 
ments, accessories and spares for the textile, lumber and per cent in knitwear production. Woollen cloth output 
similar industries, and a wire factory. With the assistance by 9 per cent and almost equalled production in 1948, 
of the Development Corporation, the installation of a fac- peak year. Production of cotton and rayon fabrics also 
tory to produce synthetic resins in the neighbourhood of creased, though on a smaller scale. Garment produc 
Huachipato is being studied. It will use coke by-products. rose by 15 per cent, a substantially greater increase than 

The cement industry encountered marked fluctuations that of 4 per cent recorded in 1952. 4 
in supply and demand. Output amounted to 762,000 tons, The output in the tyre industry fell by more than 14 per 
6.5 per cent less than in the previous year. This was due cent, amounting to only 140,000 units. Due to the short 
to the low level of domestic demand, which in June led of rubber and other imported raw materials during the first} 
the trade unions to make proposals to the Government for quarter of the year the factory was obliged to suspemt | 
the prevention of unemployment. As a result the Govern- production temporarily. 


ment authorized various public works to offset the decline 
in private building. The index of building permits granted 
fell in the first quarter but rose rapidly in the second and 
third quarters. In consequence the cement plants were 
obliged to postpone deliveries at the end of the year be- 
cause demand once again exceeded capacity. 


Chemical industries produced 8.4 per cent less than in} 
the first ten months of 1952, showing a marked difference 
from their growth during the five previous years. The 
output of paint, gelignite and carbide dropped particularly 
sharply, but that of sulphuric acid for commercial sale in- 
creased by 11.7 per cent. Mainly to meet the demand rom 


Among consumer goods industries, the foodstuffs indus- the small and medium mining industry, the Development 
try increased its output by 21 per cent in the first ten Corporation installed Z plant producing 30 tons of 9 8 
months of 1953 over the same period of 1952, though a (he ee sulphuric acid daily a Antofagasta. This in- 
decrease began in October. The principal causes of the rise creased Chile’s daily productive capacity to 100 tons, 
were edible oil, output of which increased by an average excluding the ponpescs produced by the large copper min- 
of 36 per cent, and powdered milk, production of which ing companies for their own consumption, . 
rose by 70 per cent in the second quarter as compared with The output of paper and paperboard was slightly less 
the same period of 1952. (See table 186.) than in 1952. One of the most significant industrial events 


Table 186. Chile: Indices of industrial output 


(1948 = 100) 
January to October 

Industry Percentage 

1952 1952 1953 of variation 

1953/1952 
IHOGUSTILTS UVAUSITILES ein tee ten eee 114.8 107.3 129.9 yi 
DUGAN NENG Tay Acne Sie eee Pat OP ears 123.6 125.0 132.0 9.6 
Beer and gaseous beverages.............. 121.9 121.2 136.9 13.0 
Gonfectioneryeu. tm 1 athens dente ede 91.8 87s 99.38 14.0 
Chemicaltinditstry -saeye eee ite neta eee 117.6 122.18 111.88 — 8.4 
Steel csp kier cce ress Scie Se we aka camels ts Soget 351.8 Sy Allell SES 
Gas, copperstaninat ta tices keen Matick. 96.2 97.3 104.7 7.6 
Electric powers Gs chcsai ex Pewmett ccm laa i 160.6 161.5 171.0 3.9 
Miscellaneous industry. ..ce:.<We0.......-. 106.8 106.5 110.2 3.9 

Miscellaneous products: 

Cement CI ere ee 115.3 116.7 103.4 —11.4 
extiles wtimincioy ah cn «ste eae ee 105.8 104.2 112.4 7.9 
Cottomigoddson. erst. ce cornet eee 106.6 106.2 109.2 — 2.8 
Poollen|poodss. «.sdcsanees ic ee 91.2 90.1 98.6 9.4 
Rayon BOOS e.g sesso ee ee 126.9 125.8 130.6 3.8 
EW CAT «a0 cs occ Re 305.0 279.8 529.1 89.1 
Sulpmuricracid forsale nena eek eee 99.9 100.3 112.0 akg 
TrOTgiMrOts . Maya eevact eesti toe ee 1,865.9 1,856.2 1,957.9 BS 
SUSE! DEORE RO Meehan tee 207.3 207.8 194.8 — 6.3 
Wrought CODDCL sis «a's aialelciai sci peat 83.2 91.8 65.7 —28.4 
HiGilp CMGI) Bratt. acusnsgtirannccesnkesevaruseance wor tor baie eters 98.9 95.0 129.1 35.9 


eee 


Source: Economic Commission for Latin America, based on official and private statistics. 
® Nine months, 


f 1953, however, was the concession of a 20 million-dollar 
an by the International Bank for Reconstruction and De- 
elopment. This is to be used for the construction of a 
ulphate pulp mill with a capacity of 50,000 tons a year 
ear Laja and for another mill to produce 44,00 tons of 
ewsprint and 6,000 tons of paperboard on the bank of 
e Bio-Bio. Chile will thus bring into being a new and 
nteresting industry for which the country has adequate 
atural resources. It will not only satisfy domestic needs 
ut will become an important source of foreign exchange 
hrough exports, since it is estimated that this industry 
ill be able to sell some 20,000 tons of pulp a year abroad. 


In 1953 progress was made in the construction of the beet 
ugar factory, which will begin production in the second 
uarter of 1954. The abolition of the differential exchange 
or sugar imports has encouraged plans for domestic pro- 

duction. German industrialists are considering investing 20 
million dollars in the establishment of a further three 
sugar plants in southern Chile. 


The Council of Foreign Trade granted foreign exchange 
totalling half a million dollars for the establishment of a 
plywood plant at Cholgiian and the Development Corpora- 
tion carried out studies to find the most suitable methods 
of utilizing lumber in the Chiloé area. During the first 
quarter of 1954, a factory at San Felipe will start pro- 
ducing 2,800 tons of litopdn a year using domestic raw 
materials—barium sulphate and zinc sulphide. In June an 
agreement was signed with UNICEF, which will supply 
45,000 dollars to install a penicillin factory with an an- 
nual production of 1,800 million units. 


Two important decrees concerning industry were 
drafted during the year. The first, promulgated in August, 
encourages the decentralization of industry by granting 
tax exemptions to plants installed in localities in the ex- 
treme north and south of the country. The second, dated 
10 November, offers facilities and guarantees to foreign 
capital entering Chile. 


5. Colombia 


After a critical period in 1951, the successful progress 
made by Colombian industry in 1952 continued into 1953, 
thus strengthening the vigorous development which had 
taken place since the war. This was principally due to the 
plentiful supply of foreign exchange and the increased de- 
mand for domestic manufactured goods. In addition a 
series of imports are at present prohibited in order to 
protect Colombian industry; the list includes foodstuffs, 
rextiles and textile garments, leather and shoes, perfumery, 
glassware, china and metal goods and the like. Only items 
not appearing on the list and imported from countries hav- 
ing trade agreements with Colombia are allowed to enter 
the country. Other products, especially luxury goods, may 
be imported only by the use of foreign exchange earned 
by exports of rice, cement and textiles; the object of this 
provision is to encourage the sale abroad of surplus stocks. 


Colombia is one of the Latin-American countries which 
have made the greatest efforts towards industrialization. 
[mports of industrial machinery, valued at 48,900,000 
Jollars in 1948, were 31.2 per cent higher in 1952.'* The 


sountry was thus able to become self-sufficient in a num- 


14 Constant values at 1948 prices. This figure includes some of 
he machinery imports intended for the mining and metallurgical 


ndustries. 
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ber of industrial comodities which had previously been 
imported. 


Two of the principal impediments to the progress of 
Colombia’s industry, the power shortage and transport 
difficulties, are at present the subject of improvement 
plans. In this connexion it can be stated that in 1953 sev- 
eral United States engineering firms held contracts for 
public works, hydro-electric projects, roads, bridges, rail- 
ways and so forth. The fifteen largest contracts represent 
an investment of approximately 207 million dollars. 


There was no shortage of foreign raw materials during 
the year and industry, protected by import restrictions, was 
free of foreign competition when most of the large stocks 
of goods, imported earlier as a protection against world 
shortages caused by events in Korea, had been used up. 


With regard to credit, industry was obliged to meet short- 
term obligations with growing interest rates. As in 1952, 
aggregate loans and discounts of commercial banks for 
industrial purposes remained unchanged, in contrast to the 
strong upward movement experienced from 1946 to 1951, 
when the average annual rate of increase stood at 35 per 
cent. 


The tax reforms of 8 September 1953 added to the profits 
tax a charge upon share dividends which had not previ- 
ously existed. Consequently there was a fall in industrial 
quotations on the stock market, followed by withdrawals 
of foreign and domestic capital which had been invested 
with a view to the establishment of mixed-capital com- 
panies. In contrast, subsidiaries of large foreign corpora- 
tions, financed exclusively with overseas capital, remained 
in a favoured position. Since they were regarded as 
branches, they paid taxes only on their industrial profits. 
For this reason a number of United States companies have 
invested in Colombia only in this manner. 


The electric power generated by three great public util- 
ity companies and intended for industrial use, which gives 
a partial indication of the industrial situation amounted 
to some 145 million kWh in the first half of the year, and 
the steady growth of the previous year was maintained. 
The monthly average shows an increase of 17.3 per cent 
over that for 1952. However, the known inadequacy of 
the public power plants to satisfy the growing industrial 
demand has made it necessary for many firms to acquire 
their own equipment. In 1952 the installed capacity of 
150 private companies stood at 80,800 kW, and their con- 
sumption at approximately 100 million kWh. 


Among basic industries mention must be made of the 
appreciable increase in the production of cement, which 
rose from 700,000 tons in 1952 to 887,000 tons in 1953. 
This increase made it possible to export 10,700 tons in 
the first seven months of 1953 despite the increase in con- 
sumption among building enterprises. Furthermore, estab- 
lished cement industries continued to expand. One com- 
pany is to produce some 100 tons of white cement a day 
in a plant fitted with equipment valued at one million 
dollars. The Government of the Department of Caldas has 
authorized the issue of public debt bonds totalling 5 mil- 
lion Colombian pesos to cover part of the cost of a cement 
plant with an initial daily output of 200 tons. 


Construction work on the iron and steel plant at Paz 
de Rio, which was begun in 1952 and represents one of 
the most profound changes in Colombian industry, has 
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continued to progress, and the plant is expected to start 
production in the second quarter of 1954, The coke plant 
is already operating 43 coke ovens with an aggregate 
capacity of 578 tons a day and a boiler producing 120 
tons of limestone daily, part of which is intended for the 
Solvay soda plant at Betania. In August the Government 
authorized the issue of bonds worth 60 million Colombian 
pesos, bearing 6 per cent annual interest, guaranteed by the 
State and redeemable in twenty years, to increase the firm’s 
capital. The first stage of the Paz de Rio project com- 
prises the production of 126,000 tons of bars, light sec- 
tions, rails up to 75 lbs. a yard, and wires of various mesh. 
At present it is not producing finished flat products. The 
plant, which includes a blast furnace for 500 tons of pig- 
iron, enjoys an exceptional advantage in that the principal 
raw materials are available within a radius of 34 kilo- 
metres. Paz de Rio output will largely eliminate steel im- 
ports, which have fluctuated between 100,000 and 160,000 
tons of finished products in the post-war years. The cost 
of the entire plant is calculated at 245 million Colombian 
pesos. With the future operation of the plant in view, plans 
are being developed for the establishment of steel process- 
ing industries, which have been exempted from taxation. 
A steel company in Medellin has bought the steel plant 
at Mufa and signed an agreement for Paz de Rio to deliver 
15,000 tons of ingots which will be made into angles, gal- 
vanized tubes and other steel products for building. In 
Baranquilla the subsidiary of a United States firm manu- 
facturing tubing and metallic structures will produce pipes, 
tube-vaults and water-piping (sewers, drains). The first 
domestic factory to produce razor blades was opened in 
Medellin with an initial output of 30,000 blades a day. 
This company has requested machinery to increase its out- 
put sufficiently to meet Colombia’s entire demand by 1954. 


The Solvay soda plant at Betania is capable of producing 
100 tons of sodium carbonate, 25 tons of caustic soda and 
12 tons of sodium bicarbonate a day, and has covered 
consumption during the year. Production began at the end 
of 1951 and increased from some 7,000 tons in 1952 to 
14,000 in 1953; it is anticipated that in 1954 production 
will be even greater. (See table 187.) The installation of 
this soda plant has accelerated the development of certain 
industries, among them the glass factories, which increased 
their output in 1953. In addition it has made possible the 
establishment of detergent factories and greater progress 
in industries making soap, washing and cleaning prepara- 
tions. The output of superphosphates, the present annual 
capacity of which amounts to some 20,000 tons with 20 
per cent P,O, content, will be increased by an additional 
25,000 tons of phosphate slag with 18 per cent phosphoric 
acid content, produced as a by-product at Paz de Rio. 


Table 187. Colombia: Output of sodium carbonate, 
sodium bicarbonate and caustic soda 


(Tons) 
———————— 
1952 1953 19548 
Sodium carbonate.......... 2,520 6,560 11,200 
Sodium bicarbonate........ 4,140 6,860 9,700 
Caustic soda. seen. nna 275 650 1,000 


_———————————— 


; Source: Economic Commission for Latin America, based on direct 
information. 


* Preliminary estimates. 
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Superphosphates are at present manufactured from in 
ported phosphorites and domestic sulphuric acid. 4 


Among consumer goods industries, that of cotton tex: 
tiles, which comprises 56 mills in all, including 21 whic 
own their own spinning equipment, has made progres 
since 1952 and has had no marketing problems. Neverthe 
less the domestic fibre, production of which has increased 
substantially and provided 63 per cent of all the raw mate 
‘rial used in 1953, is very short, and high quality goods 
cannot be manufactured from it. This fact has obliged 
the Instituto de Fomento de Algodén to undertake research 
in order to improve the quality of the fibre. The two pla 
producing viscose and acetate rayon operated at full 
pacity, estimated output being 3,500 tons of viscose threa¢ 
and 1,500 thousand tons of rayon acetate. The major part 
of this output went to the rayon fabric factories, of which 
there are more than 60. Successful development also took 
place in the woollens industry apart from the combed 
wool spinning-mills, which used imported wool tops from” 
Uruguay, France and Australia as their raw material. Since 
there is little difference between duties payable on tops 
and yarns, imports of the latter at relatively low prices 
increased substantially.*® 


New activities are also developing in other industrial 
sectors. A United States firm has established a subsidiary to 
manufacture rubber compounds, asphalt emulsions and 
other building products. Early in 1954 the plant of the 
Instituto de Fomento Industrial will start producing up to 
200 tons daily of pure and iodine salts. Several United 
States companies are establishing branches in Colombia to 
meet the domestic demand. One of these is to process food- 
stuffs in a new plant at Bogota, which will cost 200,000 
dollars. In Cali, a city which thanks to its favourable condi- 
tions and good communications is becoming a large in- 
dustrial centre, another firm of this type is constructing 
a pharmaceutical plant with an investment capital of one 
million dollars, while another plant is to produce yeast 
and its by-products with an investment capital of two 
million dollars. A new factory for the manufacture of shirts 
and underwear, financed with United States and Colombian 
capital, is introducing modern methods of garment-mak- 
ing. Another factory in Cali has signed an agreement with 
a United States corporation to enlarge its plant and to 
manufacture yearly 100,000 bicycle tyres, which will ap- 
pear on the market at the end of 1954, ; 


6. Cuba 


In 1953 most branches of Cuba’s industry produced 
less owing to a number of factors which tended to reduce 
the degree to which existing productive capacity was used. 
In particular the downward movement of sugar prices in 
1952 and the prospects of smaller future harvests weak- 
ened the market situation. This trend was emphasized by 
a fall in the gross product. Those most affected were the 
low productivity industries and those which are also ex- 
posed to intensive foreign competition. However, expan- 
sion still continues in new industries to which modern 
production processes and advanced techniques can. be 
applied to offset the high cost of domestic labour. 


The biggest decrease in output occurred in the food- 
stuffs industries. Thus the vegetable oil industry, which. 


= Due to competition, one mill, financed by domestic and French 
capital and employing a labour force of 5,000, suspended production 
in October. 
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d developed in wartime under exceptional conditions 
far as competition and prices were concerned, could 
pt face the return to normal trade in these products 
hich took place from 1948 onwards. Imports, favoured 
ly the consumer’s preference for certain types of edible 
Is not produced in Cuba, increased from 3,600 tons 
bpd 947 to 10,400 tons in 1953. In the same period do- 
festic output dropped from 5,000 to 900 tons. The high 
st of peanut seed has been a major obstacle to domestic 
‘oduction. Tests are being made with other seeds which 
ve improved yields and for which there is a better 
arket, and it is planned to convert part of this industry 
the production of castor oil, for which there is a firm 
port market. 


In 1953, beer output, which increased at an average 
te of 16 per cent a year from 1949 to 1952, declined by 

per cent in 1953 due to a fall in income levels and in 
emand. It should be noted that the brewing industry 
as made more progress than any other industry in the 
nsumer goods group. In 1948 a modern brewery was 
tablished with a daily capacity of 67,000 litres, which 
as later expanded to 160,000 litres. In 1953 another 
rewery capable of producing 84,000 litres a day was 
uilt, while two extensions are about to be completed 
hich will provide an additional capacity of some 200,000 
tres a day. 


In 1952, there was an important development in the 
odstuffs industry. A modern flour mill was established 
ith an annual capacity of 70,000 tons, using imported 
heat. In 1953, the first year of normal milling, 45,000 
on and improve the quality of the finished goods. With 
s expected that by 1954, this output will increase to 56,000 
ons of flour, representing 40 per cent of domestic con- 
umption. : 


The textile industry was obliged to curtail output, under 
he pressure of high costs and an unfavourable competitive 
osition on the domestic market. In 1953, cotton textile 
utput, in particular, dropped 17 per cent below the previ- 
us year’s level.*® It is estimated that in recent years an 
verage of 45,700,000 metres of cotton cloth and 
7,000,000 artificial woven fibres have been imported into 
he country. These figures illustrate the fact that there is a 
tential market for a local industry if it could operate 
nder more economic conditions, and diversify produc- 
ion and improve the quality of the finished goods. With 
his aim, a plant to produce 9,800,000 metres of printed 
loth annually is being set up, and should be completed 
y 1955. It is also planned to establish a cotton spinning 
1ill to meet the domestic demand for yarns. In 1951-52, 
otton cultivation was introduced to the southern coast of 
‘inar del Rio province. The first experimental crop yielded 

fibre of good textile quality. Plans have been made to 
xtend the crop in order to make good the lack of domestic 
aw materials, which has been one of the factors obstruct- 
1g the economic operation of this industry. 


During the last two years, the modern rayon plant estab- 
shed during 1948 in Matanzas Bay, was obliged to reduce 
s output of textile fibres owing to reduced demand, and 
y shift part of its surplus capacity to the production of 
re cords. The present annual capacity is 1,400 tons of 


© Cuba’s main textile mill manufacturing cotton cloth, with 72 
ousand spindles and 1,612 looms, worked at 65 per cent of capacity 
uring the year and four other smaller mills operated at lower 


srcentages, 


yarn, 4,100 of short fibre and 4,500 of rayon cord. Although 
this plant imports the essential production elements—pulp 
and caustic soda—it was able to operate under favourable 
conditions because of the high efhciency achieved by vari- 
ous changes and improvements. In 1953, cord production 
reached a 4,700-ton peak; the product was exported mainly 
to Canada, Colombia and Mexico. For the future, it is 
planned to increase the productive capacity by 2.7 thou- 
sand tons annually and to reduce yarn output until Cuban 
artificial fibre textile plants—which absorb 78 per cent of 


this output—recover their normal rate of production. (See 
table 188.) 


Table 188. Cuba: Rayon output 


(Tons) 
eee 
Years Rayon cord Short fibre Yarn Total 
OAS. rine 2k 209.1 pled 31.6 292.4 
LOA. 2 a. AUR carats 1,644.3 897.5 801.8 3,343.6 
IM EDA sae, Herta 2,871.0 les Paria 3,096.7 7,495.4 
dE bl lies shen aoe accenen Weldlkeyss Ieisy fleas} 3,423.4 9,113.0 
L952 ee ee 3,536.7 1,265.9 3,403.8 8,206.4 
TOSS. 00 ek, 4,686.6 731.4 3,458.4 8,876.4 


Source: Statistics of the manufacturing enterprise. 


Footwear production, based on one of the highest per 
capita consumptions in Latin America, amounted to 11 
million pairs in 1953, Nevertheless, the industry operated 
at only 45 per cent of full capacity, which is estimated 
at 25,500,000 pairs annually from over 1,500 factories 
and shops. 


In 1953, with 2,500,000 dollars invested in two plants 
having a productive capacity of 170 thousand units yearly, 
the tyre industry placed 25 per cent fewer tyres on the 
market than in 1951. This was due to the competition from 
foreign tyres, imports of which over the same period in- 
creased from 121 thousand to 166 thousand units. (See 
table 189.) 


Table 189. Cuba: Tyre output and consumption 


(Units) 
Apparent 
Years Output Imports consumption 

TOA werepatirer so eoke toys F 58,595 72,144 130,739 
1S OLD io a cateant detec 52,810 70,718 123,528 
LOS50203 8. Me AE 85,622 153,323 238,945 
LOS LERERIAR ATF. aS. 109,916 120,954 230,870 
OSD cope egenete arth.) rete 94,421 169,080 263,501 
LOSS savas tetonate, tenements. 84,822 165,654 250,476 


eee 
Source: Statistics of manufacturing enterprises. 


In 1953, the decline in the sugar crop particularly 
affected fertilizer production, since sugar cane cultivation 
absorbs about 70 per cent of the output. The new super- 
phosphate plant, established in 1948 with an annual Ca- 
pacity of 40 thousand tons, curtailed its 1953 production 
to 25 thousand tons. The different fertilizer mixing plants, 
operating with domestic superphosphates and imported 
chemical fertilizers, also limited their rate of output. 


Fertilizer consumption for the sugar cane harvest fell from 
an annual average of 160 thousand tons in 1951/52 to 21 
thousand in 1953. Aggregate consumption dropped 50 per 
cent even though other crops, mainly rice and tobacco, 
used greater quantities than in former years. 


Building and related industries grew steadily and are 
still expanding. The cement factory, 60 kilometres from 
Havana, installed two new kilns in 1947 and 1951, reach- 
ing 408 thousand tons theoretical capacity. In 1952 and 
1953, this plant worked at full capacity, but without being 
able to supply aggregate consumption requirements. A 
125 thousand ton shortage still exists each year, and this 
will not be covered even in 1955-56 when the proposed 
new plant at Santiago de Cuba will come into production 
with an annual capacity of 112 thousand tons. 


Iron and steel consumption has also risen in recent 
years, and preliminary development steps towards a steel 
transforming industry have been undertaken. In 1952, a 
small plant with 1,200 tons monthly capacity was in- 
stalled, producing special rods from imported pig-iron 
and ingots. After a period of irregular operation, the plant 
was working at normal capacity, and it is expected that 
its output will supply about 60 per cent of the demand for 
rods. Consumption of other iron and steel goods, all 
imported, stands at 120 thousand tons annually. With a 
view to supplying part of this demand with domestic 
output, an electric furnace producing 12,500 tons annually 
is being installed. The raw materials used will be pig iron 
—of which Cuba has an annual supply of 25 thousand 
tons—and imported ingots. The entire project, financed 
with aid from the Banco de Crédito Agricola e Industrial, 
includes bar, tube, forge and foundry shops and will prob- 
ably be ready by 1955. 


The Banco de Fomento Agricola e Industrial is at pres- 
ent studying two industrial projects which would consti- 
tute marked advances for the Cuban economy. The first 
is the use of sugar cane bagasse as a raw material source 
for pulp production.” The second project is the use of 
kenaf as a textile fibre, although tests made to obtain a 
fibre which could compete with jute from India have not 
yet given any definite results. The industrial production 
and use of kenaf has been studied by the Comisién Co- 
operativa Cubano-Americana de Fibras, which allocates 
275 thousand dollars a year to this work. Agricultural 
output has been successfully maintained and substantial 
tonnages of this fibre have been exported. In the industrial 
field, defloration plants have been established, different 
retting processes have been tested, and in the near future 
it is planned to install a pilot plant for retting, spinning 
and weaving. But it has not yet been possible to provide 
an economic process for the treatment and transformation 


of this fibre. 
7. Ecuador 


Ecuador’s industry was influenced by two fundamental 
events in 1953, the consequences of which will be felt even 
more accutely in 1954, Firstly, abnormally bad weather 
conditions in the coastal area considerably affected agri- 
cultural output, particularly of cotton, which is the raw 
material for one of Ecuador’s most important industries. 
As a result, export and domestic trade were dislocated, so 


*T The amount at present wasted would be sufficient to produce 
300. thousand tons of pulp annually. In addition, better thermic 
utilization of the bagasse would substantially increase this amount. 
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that manufacturing output also suffered. Secondly, durin 
the six-month waiting period before new tariffs took effee 
—at rates which were generally higher than previously- 
there was an abnormal influx of foreign manufactured 
goods. These factors not only contributed to the unfavour 
able balance of payments but also limited the availability 
to the import trade of credit facilities for industry. 


To the limited size of the market—a problem common 
to most Latin-American countries—is added the scarcity 
of capital in Ecuador. As a consequence, there is a pref- 


erence for activities requiring little capital, particularly 
agriculture, which can be based on the abundant cheap _ 


labour force. 


Ecuador’s industry is concentrated mainly on consumer 
gods, supplying domestic demand with the more ordinary 
items. The most important branches are firstly foodstuffs, 
beverages and tobacco, and secondly, textiles, which to- 
gether absorb over 60 per cent of the labour and capital 


of industrial enterprises. 


Flour milling and rice polishing are the two most impor- 
tant food industries. In 1953, the flour mills operated at 
greater intensity than in 1952 in order to meet the in- 
creased consumption. In the coastal area they used im- 
ported wheat, while in the Sierra the mills used domestic 
supplies almost entirely. There was, however, a decline 


in the activity of the rice mills. 


7 

There was some progress in the pharmaceutical indus- — 
try, with laboratories in both areas of the country using 
imported raw materials. In addition to supplying the 
domestic market, there were exportable surpluses in 1953 
totalling 800 thousand dollars. it 


In 1953, market problems continued for the textile 
industry, which had faced a serious crisis in the previous 
year. Some manufacturers were obliged to accumulate 
stocks and reduce working hours due to a lack of pur- 
chasing power on the market, particularly in the coastal 
area, where the poor agricultural year 1951/52 had more 
pronounced effects. The cotton textile industry (58,763 
spindles and 1,907 looms) covered 60 per cent of annual 
consumption, providing, as in previous years, goods of 
inferior quality. As in Colombia, domestic fibres mainly 
used by the industry are of poor quality.*8 


Cement is Ecuador’s only heavy industry. There is a 
plant currently in operation in the coastal area, with a 
capacity of 100 thousand tons a year. In 1952, it produced 
89 thousand tons, and 91 thousand in 1953; this figure 
was below demand, so that imports had to be made. The 
cement plant to be installed at Rio Bamba, with an annual 
capacity of 50 thousand tons, has imported the required 
equipment, but the building is not yet constructed and 
difficulties are being encountered in domestic financing, 
owing to the dissolution of the development corporation 
established by the Government in January 1949. Private 
capital shows little interest in the project. 


There are pending projects in other branches of in- 
dustry and some are at present being implemented. The 


most important are the construction of a refrigerating 


** During 1953, the Fomento del Cultivo del Algodén Nacional 
was established. Assisted by the Association of Textile Manufac- 
turers, this organization is carrying on an intensive campaign to 
increase the consumption of domestic textile goods and to foster 
cotton planting by opening up new productive areas and improving 
standards through seed selection and the use of pesticides. 
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nt with Argentine capital at Guayaquil, to preserve 
at bartered for crude petroleum; the installation of a 
ge milk pasteurizing plant in collaboration with 
ICEF; the purchase of a small 5-ton sulphuric acid 
nt to operate with domestic sulphur; and a wrapping 
per mill to supply 70 per cent of domestic consumption. 


8. Mexico 


In 1953, certain determining factors in Mexico’s in- 
strial activity were modified; until that year, develop- 
nt of manufacturing output had been supported by a 
owing level of public and private investment and by a 
ady upward trend in over-all demand. 


Contraction of public investment during the first half 
1953*° reduced the demand for industrial products in 
meral and had a particularly sharp effect on the steel, 
echanical and cement industries, the productive capacity 
which is usually employed in covering most of the 
quirements arising out of public works programmes. 
he domestic market for manufactured goods was limited 
y the decline in mining revenues, which may be estimated 
approximately 25 per cent, the fall in the value of total 
ports, reduced building activity, which according to 
ficial figures fell by 4 per cent during the first half of 
953, and the probability that prices would fall. This 
yparently caused a drop in the total of new industrial 
ivestment. 


The trend towards lower production in some industrial 
tors, which had already appeared in 1952, extended 
to 1953. The steel industry reduced pig-iron output by 
) per cent and steel production*® by 5.5 per cent, in con- 
quence of the smaller market for electrical appliances 


1° Public investment apparently increased during the second half 
1953, while as a result, building and some branches of industry 
ceeded the production level recorded for the early part of the year. 
20 Some of the reductions were due to labour troubles in one of 
e largest steel mills. 
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and metal goods. The cement industry reduced the rate of 
production increase by 50 per cent. There was also a 
falling off in tyre and tube production. By contrast, other 
branches of industry, such as plastics, chemical products 
and fertilizers—which have an ample market in relation 
to their capacity—continued to be active. Cotton textiles, 
the footwear and foodstuffs industries suffered more from 
market contraction than other branches of consumer 
goods; part of the available purchasing power apparently 
was diverted towards basic food products, production of 


which stabilized at approximately the 1952 level. (See 
table 190.) 


Contraction of domestic demand for industrial products 
coincided with very substantial expansion programmes 
in some of the more important industries and this created 
financing problems in some enterprises, reducing the uti- 
lization coefficient of productive capacity, which was al- 
ready low in 1952. 


The steel industry undertook a broad expansion pro- 
gramme in 1952-53, with a view to reducing part of the 
450-500 thousand-ton annual imports of iron and steel 
products of all kinds, and to satisfying a consumption 
which in 1948-51 had increased at an approximate average 
annual rate of 20 per cent. This programme included the 
installation of a blast furnace at Monclova, Coahuila, with 
a daily capacity of 700 to 800 tons. This will come into 
production in 1954, when annual pig iron production will 
be raised to 518 thousand tons. The Monclova mill is also 
installing coking facilities with a by-product plant, and 
its capacity of 572 thousand tons a year will alleviate the 
domestic shortage of this important fuel, enabling the steel 
industry to operate more efficiently than during 1951-52.74 
Steelmaking capacity in turn increased by 153 thousand 
tons during the last two years, and there are other plans 


*1 Moreover, in another plant the beehive ovens are to be replaced 
by by-product recovery ovens, which will produce 60 thousand tons 
of coke by 1954-55. 


Mexico: Quantum of output in some industrial sectors 


(1948 = 100) 
Percentage Percentage 
Industrial sectors 1952 1953 Co el a pra beeererse 

Sanita a2, ee See eee 173.6 137.8 16.2 —20.6 
Steel al Bisse BORO ACIOR™ amet Soe 183.9 174.0 15.7 — 5.4 
Winistedsteelase ce ne ces ca. sects = 193.5 a 16.8 Am 
Gemcuteeeee ce ee ete: wales 151.8 154.7 IPAS) 1.9 
Sulpltiric'atid ) 000 leat ee oe 288.8 308.6 76.3 6.8 
Kiraftioaperss airs stteeis clelse eis ieiol-t - 167.1 oe Be Ae 
rintynpepapelzere ts siete ek claire eile) <2 101.2 108.8 fe 4 

Paperboard 2.6 os wx nis vnieo es oi 0 oe ie Sys oe 10. y 
Dyes es ele ea ol ipla aire nue « bie) ° oad 112.0 109.3 5.0 =i 2 

AWS Aut ETE Sole Sot aoe OS Ce eer 82.5 80.7 — 4.1 — 2.2 
SOAPS sale ate tictl Pte hale kids col sleet 106.9 108.8 — 3.2 1.8 
WeathertOuLwealitinc ct: oes > «te ois: 5: 90.0 81.1 - ne _ an 
VeretAO'OUS Pecks scar vacenees 126.5 129.4 : ‘5 
Beer are tc oe ee cote eee 170.2 168.2 14.3 — il. 

Consexvespeane). Snevisels cies :tatcleye ols 120.2 111.4 17.5 — 7.3 


eee 


Sources: Pig iron and steel ingots: iron and st 

de México; cement: Camara Nacional de Cemento; 
: Bite 

de Transformacién and Banco de México; paper an 


Government and the International Bank for 


3 zo. . i 1 Exterior 
‘xico y su Capacidad para Absorber Capitales de : rtOr, os 
Les a Eacan ails, beer and conserves: Direccién General de Estadistica. 


Financiera; tyres, soap, 


eel enterprises; finished steel and textiles: Banco 
sulphuric acid: Camara Nacional de la Industria 
d paperboard: Joint Commission of the Mexican 
econstruction and Development, El Desarrollo Econé- 


exico, 1952, and Nacional 
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in hand which will raise the aggregate annual steel ca- 
pacity to 950 thousand tons by 1955-56. All the extensions 
undertaken in recent years to meet the growing demand 
encountered new market conditions in 1953. Pig iron pro- 
duction fell—according to preliminary figures—to some 
242 thousand tons after having reached a peak of 305 
thousand tons in 1952. Steel output dropped from the 1952 
figure of 537 thousand tons to 513 thousand. The decline 
in imports of finished products, by 23 per cent in 1952 
and 29 per cent in the first ten months of 1953, also 
reveals a market contraction in the demand for iron and 
steel products. 


There was also an expansion in rolling mill annual 
capacity, one new 60 thousand-ton plant being established 
in 1953, while there are plans to assemble a 110 thousand- 
ton rolling mill in 1955. As in the case of iron and steel, 
these new rolling mill installations will tend to replace 
some imports. 


A series of secondary transforming industries has grown 
up alongside the steel industry which, both in installations 
and output, has one of the highest rates of increase in 
recent years. A factory which is being built in the state 
of Hidalgo will be able to deliver one thousand diesel 
trucks a year,?? whilst another for railway freight wag- 
gons will have a capacity of 1.3 thousand units a year. 
Some relief is thus anticipated from domestic sources for 
the shortage of rolling stock from which the railways 
have suffered in recent years. The assembly plants for 
cars and lorries—which increased their productive capacity 
in 1952—exceeded the market demand in 1953, and the 
companies were prepared to reduce their production quotas 
below the 1952 level of 45 thousand vehicles. The elec- 
trical appliances industry, where productive capacity was 
also higher than demand for the last few years, faced a 
sales crisis in 1952 which continued into 1953. 


The cement shortage entirely disappeared in 1953, al- 
though it had been acute during the previous two years. 
The expansion programme for this industry continued 
more rapidly than in 1950-52, and production capacity 
advanced by 238 thousand tons, raising Mexico’s potential 
output to 2.3 million tons. Two new plants, currently 
being built, will raise capacity by yet another 420 thou- 
sand tons in 1954-55, to a total of 2,800,000 tons. With 
these additions, operating at a coefficient similar to 1950- 
53 and assuming a 7 per cent annual rate of increase in 
consumption, Mexico’s aggregate requirements can be met 
until 1956 inclusive. In the meanwhile there will be some 
possibilities for exports, but these will principally require 
a substantial improvement in transport and fuel supplies, 
which have inflated costs and have prevented full use being 
made of equipment for several years. Output in 1953 in- 
creased at an estimated rate of 3 per cent annually—reach- 
ing 1,670,000 tons—and not only kept pace with demand 
but. for the first time in recent years, 40 thousand-ton 
stocks were accumulated. 


In contrast to the foregoing industries, chemical prod- 
ucts operated at high levels in 1953, but failed to meet 
fully the growing demand of the domestic market. Sul- 
phuric acid output reached 112 thousand tons, constituting 
a record and representing an increase of 6,8 per cent over 
the previous year. 


** In its first stages, it will merely assemble parts, most of which 
will be imported; at a second stage, it will manufacture a large 
number of these parts, including motors. 


Even so, a small section of the market could not | 
supplied. Production of fertilizers also increased; outp 
of ammonium sulphate was 61,200 tons, or 7.4 per cei 
higher than in 1952, while superphosphate outpi 
amounted to 56,500 tons, 97 per cent higher than th 
previous year.” This latter increase was due to the enti 
into production of a new plant with a daily capacity of} 
200 tons. Production of fertilizers is still insufficient t 
meet domestic requirements, and two new plants are there 
fore being planned, in Salamanca and Reynosa, to use the 
same process at present employed for nitrogenized fertile 
zer output on the basis of natural gas. A third plant for) 
nitrophosphates and concentrated products will make pos. 
sible a more varied production to meet requirements. Pro-| 


11.5 per cent higher than in 1952, but, once again, output 
was insufficient to meet the demand and some 31 thousand 
tons had to be imported. 


The pulp and paper industry, which had doubled output 
during 1946-51, has experienced a firm but less active’ 
market since 1952. Production of Kraft paper and ne 
print increased in 1953. In Monterrey and the central zo 
some increase was made in the productive capacity for 
paper and paperboard. A plant is being built in Chihuahua 
state for an annual combined capacity of 40 thousand tons 
of alpha-cellulose for the rayon industry and bleached 


50 thousand tons, or half the aggregate consumption. 
Other plans for producing pulp from cane bagasse ha 
been put into effect and two mills will shortly come in 
production with an annual capacity of 21 thousand tons. 
The manufacture of cellophane and other special types of 
paper has also begun and it is planned to establish a 
further plant at Monterrey to produce transparent paper 
from pulp by-products. ‘ 


Output in the textile industry was affected by the ris 
in the price of food products, since these have absorbed 
a growing share of the relatively small market for con-— 
sumer goods. The cotton industry was influenced by even 
more problems than in 1952, since to the contraction of 
the domestic market was added the decline in exports— 
from 165 million pesos in 1951 to 16 millions in the firsill 
half of 1953—and the tendency to replace cotton fabrics 
by artificial fibres. All these factors together accentuated _ 
the crisis in the cotton textile industry, which in 1953 was” 
operating at approximately 44 per cent of capacity. Pro- 
duction of woollen woven goods also dropped. On the 
other hand, official figures show that output of synthetic 
fibres, favoured by a shift in consumption from expensive 
fabrics and cotton textiles, increased by 10 per cent 
between 1951 and mid-1953. The domestic supply of raw 
materials for rayon yarns was assured by the entry into 
production of a new purified cellulose plant, based on 
cotton linter, established at Reynosa, Tamaulipas. Further- 
more, an expansion programme has been prepared with 
the object of increasing the productive capacity for arti-_ 
ficial fibres and plastics, in order to supply both the 
domestic and the export markets. | 


a 


The contraction in the market for consumer goods has | 
been general for all industries since 1952, and not only 
for the cotton and woollen textile industries. Among the 
industries affected were footwear, where output fell by 


** Fiscal figures in June of each year. 


apter IIT. Industry 


221 


9 per cent in 1953; tyres and tubes, for which the re- 
ction was 2.4 per cent; canned goods, where the industry 
erated at slightly over 60 per cent of the 195] produc- 
n level; soap, where production declined by 1.8 per 
nt; and beer, consumption of which decreased 1.2 per 
nt. On the other hand, the output of vegetable oils rose 
2.3 per cent. 


9. Paraguay 


Although Paraguay is mainly an agricultural country, 
dustry is gradually acquiring some importance among 

productive activities. As in all under-developed coun- 
les, one of the main obstacles to industrial expansion 
the smal] domestic market. The main industries are food 
d textiles, together accounting for 70 per cent of manu- 
cturing output. 


The food industry supplied a large part of domestic 
arket requirements, although certain groups of products 
particularly dairy products and preserves—were im- 
rted in large quantities. Sugar output did not reach 
e 1952 figure of 13,400 tons, because frosts destroyed 
third of the crop; the Ministry of Industry and Com- 
erce was obliged to request tenders for imports of 5 
ousand tons to meet demand. The production of edible 
d industrial oils continued to show substantial activity 
d generally increased in relation to 1952: 2,700 tons of 
tton-seed oil; 787 tons of edible coconut oil; 564 of 
anut oil; 1,900 of industrial coconut oil; 852 of palm 
1; 1,100 of castor oil, and 1,600 tons of tung oil. Most 

these oils are important Paraguayan export items. 
rewery output remained almost stationary, beer produc- 
on being 5,680,000 litres in 1952 and 5,740,000 in 1953. 


The pharmaceutical industry supplied a considerable 
mnsumption sector, producing various specialized prod- 
cts—including penicillin—from imported raw materials. 


The cotton textile industry—the largest in the group, 
mce domestic production of woollen and rayon textiles 
; very small*4—had to meet heavy competition from im- 
orted textiles. Shortage of money obliged tradesmen to 
guidate their stock and obtain cash to meet their obli- 
ations. In 1953, 3,400 tons of cotton were consumed, or 
8.5 per cent of the domestic output of this fibre. 2,500 
ms of woven goods were produced. 


The tannin export industry, which is largely controlled 
y Argentine capital, is the third largest manufacturing 
stivity in Paraguay. The output of 31,500 tons was thus 
1.8 per cent above 1952. It should also be noted that the 
mber industry produced 21,200 tons of sawn wood and 
eams, exporting also 151 thousand tons of logs in 1953, 


There is only one cement plant, with an annual capacity 
f 30 thousand tons, situated at Vallemi. It can supply 
5 per cent of consumption requirements. It was estab- 
shed in May 1952, but produced only 4,200 tons in that 
sar. Although much was expected of this plant, it has 
ot as yet been very successful, and production stood at 


aly 2,700 tons in 1953. 


The Government has given special attention to the 
roduction of pulp and paper as a means of encouraging 
dustrial development. An expert of FAO is conduct- 
studies on this question. Conditions in Paraguay are 


24 In 1953, there was an output of 248 tons of woollen goods and 
of rayon. 


excellent, since approximately half the land area is 


forested. From 50 to 65 per cent (4-5 million hectares) 
are virgin forests. 


It is also hoped that by 1954/55 there will be yields 
from two other new sources of production. The first of 
these is manioc flour, which is intended for domestic con- 
sumption and will be blended with wheat flour for bread- 
making. As an export, it will be used in finishing cloth. 
The second is “caranday” wax, which is used in making 
greasy products for polishing, varnishes, photographic 
film and explosives, for which commodities there is an 
assured market in the United States. 


10. Peru 


There were no great changes in the industrial field dur- 
ing 1953 as compared with 1952. The size and nature of 
the domestic market—the purchasing power of which has 
been reduced by the rise in the cost of living—and strong 
foreign competition have continued to discourage any in- 
dustrial expansion. Credit was a third factor having an 
unfavourable bearing on industry during 1953. Owing 
largely to the anti-inflationary measures adopted by the 
Government, the commercial banks were unable to pro- 
vide all the credit requested. The Banco Industrial del 
Peru, which is empowered to grant long-term loans at low 
interest rates, had not the resources to meet the needs of 
industry to the full.?° 


During the year there was an increase in protective 
customs duties on artificial cotton yarns and fabrics, yarns 
made of linen, hemp and ramie, on jute goods, cotton and 
rayon ribbon, glass, wines and spirits, rubber goods, sul- 
phide and sodium silicate. 


No difficulties were encountered with regard to electric 
power. In the “greater Lima” area, where 80 per cent of 
the country’s manufacturing industry is located, power 
sold for industrial use amounted to 143 million kWh, 
exceeding the 1952 figure by 14.8 per cent. 


No great progress was registered in food industries and 
the canned fish industry, which normally exports part of 
the output to the United States, experienced difficulties on 
that market. 


Tanneries enlarged their plants in order to increase and 
improve production; by contrast there was a considerable 
falling off in the output of finished leather goods—partic- 
ularly those using crocodile hides—which had become an 
important export industry. 


There was an expansion in the equipment of the tyre 
factory, which absorbs nearly 80 per cent of the country’s 
rubber output, and 1952 production figures of 121.7 
thousand tubes and 73.7 thousand tyres were exceeded in 


1953. 


Within the textile group, the situation of the cotton 
industry has improved since 1952 owing to increased tariff 
protection. Three new spinning mills and a cloth factory, 
all equipped with modern machinery, have been opened. 
They raise the total number of spindles to 200 thousand 
and of looms to 7 thousand, in thirty-one mills in the 
capital and the provinces. A new factory for producing 
alpaca yarn and cloth for export has been installed with 


"36 The capital was 26,400,000 soles, rising to 73,900,000 through 
bank reserves and Central Bank rediscounts. 
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Italian captial, and will shortly enter production. To meet 
an annual demand estimated at 10 million sacks, the pro- 
duction capacity of jute was increased during the year, as 
well as output of fishing lines and nets, products which, 
apart from supplying the domestic market, have also been 
successful exports. Production of acetate rayon based on 
imported raw materials began with a capacity of over 
500 tons a year. 


The sheet glass factory has recommenced production, 
following a shut-down shortly after installation through 
inability to meet foreign competition. 


Of particular interest in the chemical industry was the 
new detergent plant using whale oil as a raw material. 
Owing to the increased output of viscose rayon, it has been 
found necessary to erect a plant for carbon disulphide 
manufacture; this has an annual capacity of 550 tons. The 
sulphuric acid plant uses the gases obtained from toasting 
sulphurous ores; its output during the year was 14,400 
tons, only 0.4 per cent higher than the 1952 figure. Since 
this amount is insufficient to cover consumption, the balance 
had to be met by imports, and some 971 tons were imported 
during the first nine months of the year. To reduce imports, 
another plant with a daily capacity of 10 tons is being 
installed and will come into production in 1954. Part of 
its output will meet the requirements of detergent produc- 
tion. Output of glycerine, based on the lyes obtained from 
soapmaking, amounted to 184 tons during the year, or 80 
per cent more than in 1952, and was provided by two 
firms which supply the whole market. There was also a 
higher output of caustic soda, liquid chlorine and hydro- 
chloric acid, amounting respectively to 1,036, 370 and 
528 tons in 1952. Production of pigments, paints and 
varnishes also increased. At the end of the year, a plant 
producing sodium nitrate from caliche began its test run, 
and is eventually expected to produce 12 thousand tons a 
year. A new salt refinery is being built, which will raise 
output to 24 tons daily. 


During 1953, the fishmeal plants were very active. Sev- 
eral of them expanded their capacity, while some of the 
new plants established succeeded in obtaining a product 
with a high protein content and wide demand abroad. 
Exports of meal, which began in 1947 with 474 tons, stood 
at 9 thousand tons in 1952 and 8,700 tons up to October 
1953, so that the figure for the year probably exceeded 10 


thousand tons. 


In the metal goods industry, silversmiths received a sub- 
stantial incentive when the government authorized the 
duty-free export of up to 40 kgs of wrought silver per 
tourist. Insulated copper conductors were also made for 
the first time during the year, in plants having a capacity 
of 1,500 tons a year. 


Among basic industries, a noteworthy feature was the 
expansion in output of the cement plant to 449 thousand 
tons annually, representing a 21.3 per cent increase over 
1952. Some 33 per cent of the 1952 output was used for 
public works and 67 per cent for private purposes. Ex- 
tensions are still being made, and an output of 590 thou- 
sand tons is anticipated in July 1954 and of 700 thousand 
at the end of 1955, Another plant, with a daily capacity of 
250 tons, will shortly come into production at Chilca, 80 
kilometres from the capital. In addition, a United Nations 
expert has now completed a study for the establishment of 
a 120-ton capacity cement plant at Sicuani, Department of 
Cuzco. The International Bank for Reconstruction and 
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Development has approved the technical aspects of the 
installation and financing of a cement plant of 120 thou- 
sand tons’ annual capacity at Pacasmayo. Imports rose to 
54 thousand tons in 1952 and to 73 thousand tons in the 
first nine months of 1953. 

Two electric furnaces have arrived at the port of Chim- 


bote, ready for installation. They have a capacity of 60 
thousand tons of pig-iron a year. A loan from a French 


bank covered the cost of the steelmaking and rolling mill — 


equipment which is now arriving. It will produce an an- 
nual output of 30 thousand tons of plain and corrugated 
bars, 12 thousand tons of structural steel and 15 thousand 
of sheet of varying thicknesses. It is anticipated that this 
production will cover 60 per cent of present domestic steel 
requirements. All that is now required before steelmaking 
can begin is the completion of the power installation to 
provide 50 thousand kW. The work is well advanced, but 
shortage of capital precludes rapid completion. The Pe- 
ruvian Santa Corporation, which is responsible for devel- 


oping the steel industry, signed a contract with a United 


States company to work the Marcona iron ore deposits for 
a twenty-year period. Production will be used both for 
export and for the needs of Chimbote, which are initially 
estimated at 110 thousand tons annually. The contract 
stipulates an option of up to 300 thousand tons a year, at 
a price below the world quotation. The Corporation re- 
ceives a royalty on exports amounting to 6 per cent for 
the first million tons exported each year, and 7 per cent 
thereafter. The revenue obtained from such exports in 
1953, amounting to 950 thousand tons with a value of 
6,600,000 dollars, assists the Corporation to service the 
loan granted by the French bank. 


Work is about to start on two important projects. The 
first is the installation of Pucallpa (a river port on the 
River Ucayali in the Amazon area) of a mechanical pulp 
mill to produce newsprint, with an annual capacity of 18 
thousand tons. The mill is to be the first to use the cetico 
tree (cecropia Spp.) as a raw material. The research and 
trials carried out in the United Kingdom, France and 
Italy for the Banco de Fomento Agropeeuario del Peru 
have given excellent results.2* The second project covers 
the production of nitrogenous fertilizers, and subsequently 
explosives, from synthetic ammonia derived from natural 
gas or petroleum cracking. 


ll. Uruguay 


There was no great increase in the rate of industrial 
growth during 1953, but rather a trend towards a stabiliza- 
tion of existing conditions. Industrial development in Uru- 
guay following the Second World War has declined in the 
last four years. The production capacity of several indus- 
tries which were created or enlarged on the basis of that 
temporary situation, has exceeded demand on the domestic 
market since 1949. This applies particularly to the textile, 
chemical, printing and oil industries. High production 
costs, resulting from small output and high wages, do not 
at present offer any prospect of success in competition 
on overseas markets, such as was experienced during the 
war. This situation is all the more serious, in the case of 
textiles, because many factories were installed after the 


SS carried out—and there are still some financial problems to 
be solved—this will bring the number of paper mills making pulp 
to three, as there are at present two which use cane bagasse as 


their raw material, and which have a total annual capacity of 13 
thousand tons of pulp. 
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war using secondhand equipment and machinery with a 
low output-capital ratio. Among other measures, the Gov- 
ernment proposes to create a special industrial advisory 
service in order to raise manufacturing output. Further- 
more, the plentiful foreign exchange supply obtained from 
exports after the commencement of hostilities in Korea 
led to excessive imports of competitive goods, stocks of 
which still burdened domestic industry in 1953, although 
to a lesser extent than in 1951-52. Heavy raw material 
mports in 1951 enabled industry to support the 1952 
reductions without great difficulty, and the preferential 
treatment accorded to industry allowed it to supply domes- 
ic requirements during 1953. The annual aggregate of raw 
material imports increased again; machinery imports in 
general fell in relation to 1952, but their proportion in 
the total remained the same. 


_ Uruguay has well-developed industries for the produc- 
tion of many consumer goods. They are sufficient for most 
domestic requirements of foodstuffs, beverages, tobacco, 
pharmaceutical products, textiles, tyres, rubber articles, 
sanitary goods and chinaware. There is no heavy industry, 
with the exception of cement. 


_ The situation of the textile industry?’ improved in rela- 
tion to 1952. Unemployment in this sector was 15 per cent 
in 1952 and declined to 9 per cent at the end of the first 
half of 1953. Within this group, the most important branch 
is the manufacture of combed wool tops, which occupies 
eleven mills with 363 combining machines capable of an 
annual output of 5.8 thousand tons, working an eight-hour 
day. This industry really developed after 1949 as a result 
of a favourable exchange rate, and is of great importance 
to Uruguay’s economy.?* Exports began in 1948 and 
totalled 8.5 thousand tons in 1953; during the last two 
-years they have accounted for almost 10 per cent of all 
exports. 


The sugar refinery in the department of Salto came 
into production in November 1952. It has a daily crush- 
ing capacity of 1,200 tons of cane sugar. In 1953, the 
first harvest on an industrial scale produced almost 1.3 
thousand tons of refined sugar. Output could be doubled 
without extending the existing plant. 


The tanneries have been working to capacity to meet 
overseas demand. In contrast, the footwear industry has 
a permanent over-production problem. Sulphuric acid 
showed a 19 per cent increase over the 1952 output of 
5,300 tons. The pulp industry—which uses wheat straw as 
its raw material—and the paper and paperboard industry 
both bought more equipment, in spite of having lost their 
export market. During the year, workers were laid off and 
staff reductions made. There has been a downward trend 
in employment in the metallurgical industry since 1950, 
but the process does not appear to have become more ac- 
centuated. There have also been difficulties in the assembly 
of motor bodies, owing to shortage of foreign exchange for 
importing chassis. Private building, which had shown a 
sharp rise in 1951] and 1952, because most of the country’s 
foreign capital gravitated towards it, remained at the 
same level in 1953. 


27 This is the most important of Uruguay’s manufacturing indus- 
tries. There are 46,336 spindles for woollen worsteds, 40,066 spindles 
for carded wool, 78,983 spindles for carded cotton, 7,648 spindles 
for cotton worsted, 2,654 spindles for continuous rayon thread, 
19,358 for spun rayon, 374 woollen looms, 1,841 cotton looms and 
1,127 silk and rayon looms. 

8 See part I, chapter III, of this Survey. 


The cement industry, which was able to provide an 
exportable surplus during 1947-49, was obliged to rely 
on imports, as in 1951] and 1952, since domestic consump- 
tion has risen, without a corresponding increase in output. 
Production amounted to 309 thousand tons in 1953, repre- 
senting a 4.0 per cent increase over 1952, but 41,400 tons 
were imported during the year. A third plant is now being 
built, however, with an initial capacity of 100 thousand 
tons a year, and is expected to come into production during 
the first quarter of 1955. The new plant will cost 3,300,000 
dollars and is situated 4 kilometres from Minas, in a zone 
with rich deposits of limestone. 


12. Venezuela 


Results for the first ten months of 1953 indicate that 
Venezuelan industry maintained the steady rate of develop- 
ment characteristic of recent years, and has gradually 
progressed beyond the initial stages of industrialization. 
This was mainly the result of an economic policy favour- 
able to productive investment. Imports of machinery and 
industrial equipment, excluding those for the production 
of petroleum and its by-products, reached very high fig- 
ures in Venezuela. In 1952, they were 20.2 per cent greater 
than 1948, when the total value stood at 95,700,000 dol- 
lars. Another event favourable to industry was the growing 
domestic purchasing power. Nevertheless, in spite of high 
protective tariffs, foreign competition still exists, encour- 
aged by both the large amount of foreign exchange de- 
rived from petroleum exports and the high cost—in terms 
of dollars—of domestic production. These high costs are 
mainly accounted for by wages, which are among the 
highest in the world, and certainly in Latin America. 


Industry has not suffered from any shortage of im- 
ported raw materials. On the contrary, for the first 10 
months, imports of caustic soda, pigments, rayon yarn, 
raw rubber, tinplate, processed copper and aluminium ex- 
ceeded the figures for the same period in 1952, following 
the upward trend of previous years. Imports of sodium 
carbonate and raw cotton, which had dropped sharply in 
1952, remained at the same level as in that year. The re- 
duction in the case of sodium carbonate reflected the 
domestic output of natural soda from the Lagunillas de- 
posits. Lower cotton imports resulted from the trend 
towards fabrics of artificial fibres. 


The cement industry continued to expand substantially. 
During the first ten months of 1953, output amounted to 
819 thousand tons, which was 17.4 per cent above the 
ficure for the corresponding period in 1952. Imports until 
30 October 1953 reached only 26 thousand tons, as com- 
pared with the 1952 figure of 121 thousand tons. Two 
plants are being built, one of which will have a daily 
capacity of 500 tons, and should come into production in 
1954. A third plant is being studied to supply the require- 
ments of La Guayra and the centre of the country. If the 
increase continues, Venezuela can be self-sufhicient for this 
important item, in spite of increasing consumption due to 
large public and private construction programmes cur- 
rently being carried out. 


Transport developments have provided an incentive 
for tyre manufacture, output of which practically covers 
market requirements. Production amounted to 181 thou- 
sand tubes and 136 thousand tyres during the first ten 
months of the year, exceeding the production for the cor- 
responding period in 1952 by 45.1 and 33.1 per cent 


respectively. Rubber factories, following the wide develop- 
ment of tyre production, are planning to manufacture 
asphalt and rubber tiles, sponge rubber for mattresses and 
nylon thread for the tyre industry. Moreover it is antici- 
pated that another factory will be completed in 1954, with 
capacity for 175 thousand tyres and tubes. 


The Government is paying particular attention to the 
question of establishing an iron and steel industry to use 
the rich and vast hematite deposits located to the south 
and east of the Orinoco, close to its junction with the 
Caroni river. These ores are at present being exported. 
Technical studies are being undertaken, with the advice 
of foreign experts and, in addition, the government of 
Western Germany has offered its co-operation. 


As regards Venezuela’s textile production, the manu- 
facture of cotton cloth increased by 6.1 per cent during 
during the first ten months of the year as compared with 
the same period in 1952. Although output may have 
amounted to 14 million metres during the year, this is still 
far from the length produced in the immediate post-war 
years. Cotton knitwear output is still expanding rapidly, 
but the manufacture of rayon cloth, after rising very 
sharply in recent years—from 3 million metres in 1948 to 
21 millions in 1952—showed a 20.3 per cent decline in 
the first ten months of 1953 and the 1953 output is un- 
likely to have exceeded 16 million metres. The manu- 
facture of fabrics from a mixture of cotton and rayon 
rose steadily. In contrast, woollen goods fell by 12.9 per 
cent during the first ten months of the year. The recent 
sharp reduction in cotton cloth output—which had to face 
competition from rayon and imported goods—has re- 
stricted the market for planters. This has led to some con- 
flict between the interests associated with the industry and 
the textile trade, and research has underlined the com- 
plexity of the problem which the Government is attempting 
to solve. 


Production of rayon yarn to replace imports is a ques- 
tion in which investors are showing considerable interest. 
One firm with Venezuelan and United States capital, with 
an acetate rayon plant, had begun to build a viscose rayon 
factory with an annual capacity of 3 thousand tons. 


During the first ten months of 1953, the sugar refineries 
failed to record the same high output rate as in 1952, 
when production amounted to 65 thousand tons. The Vene- 
zuelan Development Corporation is considering the en- 
largement of one refinery and the establishment of five 
more,”® to produce 87 thousand tons of cane sugar. It is 
anticipated that Venezuela will be able to meet aggregate 
refined sugar requirements by 1956; in 1954, imports are 
expected to decline from the 1953 figure of some 40 
thousand tons to 5 thousand. 


Powdered milk production, after declining in previous 
years, exceeded the 1947 figure during 1952, when output 
was 2,400 tons. It is probable that the 1953 figure will 
be some 3,300 tons. Another plant in the Torres district 
will come into production at the end of 1954, with an 
initial output of 2 tons daily. 


Fish conserves are recovering the high 1948 output 
levels and an expansion of this industry may be antici- 
pated, together with canned fruit and vegetable manufac- 


*® Two of these plants are nearly complete. Construction of two 
of the others has begun, while the plans for the fifth are ready. 
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tures. All of them will benefit from the domestic man =| 
facture of tinplate containers, initiated by a firm “ 
Venezuelan and United States capital in July 1953. The 
new plant can produce 60 thousand cans per hour—suf- 
ficient to meet domestic requirements—and will also pro- | 


duce containers for the petroleum industry. 


The Development Corporation is making efforts to ex- 
pand rice polishing further; the quantity handled was six | 
times greater than the 1948 index. (See table 191.) Pro- 
duction of edible oils rose by 38.6 per cent during the 
first ten months of 1953, trebling the 1948 production 
figure. Cigarette manufacture increased by 12.4 per cent, 
Production of biscuits and beer also increased, although 
to a lesser extent. Soap production continued to decline 
through the competition from detergents, the output of 
which will increase sharply with the establishment of a 
second plant in which 20 million bolivares have been 


invested. 


Table 191. Venezuela: Indices of industrial output 


(1948 = 100) 
January to October 

Industry Percentage 

i of variation 

1952 1952 1953 1952/1953 
Polished irices..... 046-2: 559.7 487.8 454.9 —6.7 
Sugar cotiets craps Sao steps 244.5 205.4 217.4 5.8 
Tinned milk. =. see ss 149.0 117.0 167.3 43.0 
Kdible‘oulsi 2.23 oa. eee 237.2 201.7 279.5 38.6 
Timnedtfishs. .as.. stone 80.8 TA.3 Ute 4.6 
Bisenuitgae See See 2 13.5 61.6 65.7 6.7 
Chocdlatesin. stm. 5e: oat 110.0 90.9 99.7 9.7 
BeGran ann ae Oe 222.6 180.5 184.7 23 
Gaseous beverages....... 173.6 145.6 148.3 1.9 
Cigaréttesttics .i0 .2seVee 134.2 109.0 122.5 12.4 
Cotton fabrics: — 642) 22. 64.7 55.6 59.0 6.1 
Rayon fabricses. ost 549.7 473.0 377.2. —20.3 
Woollen fabrics......... 226.8 201.4 5.5 —12.9 
Tynestsc tuck fda nek 397.9 321.8 466.9 45.1 
Inneritubess<se.0+ secs 389.7 309.1 411.6 Bee 
Gomentivectuncsadt cose 391.8 252.5 382.0 Sie 
SOapaepadiccited- acter 70.7 59.6 58.1 —2.5 


Source: Economic Commission for Latin America, based on official 
statistics. 


A sulphuric acid plant, with a daily capacity of 15 tons, 
was opened at Maracay, and is the first plant to sell its 
output. The others all belong to the petroleum companies; 
they obtain the acid from the sulphur of petroleum by- 
products and their output is reserved for use in the re-. 
fineries. Acid imports, which stood at 1.4 thousand tons in. 
1952, fell to 550 tons in the first half of 1953 when the 
Maracay plant had entered production. 


Apart from the projects already mentioned, others for 
installing new factories began during 1953. A shipyard 
for craft up to 12 thousand tons is to be built in Maracaibo. 
A United States corporation is to establish a sulphur re- 
finery at Carapano, with an annual capacity for 200 thou- 
sand tons of sulphur and at an approximate cost of 15 
million bolivares. It will process ores from the El Pilar 
area, in the state of Sucre, and is expected to come into 
production at the end of 1954. 


Chapter III. Industry 


229 


A group of industrialists from Western Germany, with 
support from a German bank, have drawn up a plan to 
build a group of small factories to produce building ma- 
terials, anti-brucelosis products, cattte food and dairy 
products. 


The Venezuelan Development Corporation, on the rec- 
ommendation of FAO, has prepared advanced studies on 
the possibilities for a fertilizer plant. A plan is also being 
studied to establish a chlorine plant near Puerto Cabello. 
In 1954, a United States company will open an accumu- 
lator factory. An Italian firm has contracted to build 4 
“ee mills, capable of milling 150 tons a day, of imported 
wheat. 


13. Central America 


The obstacles to Central-American industrial develop- 
ment have been more difficult to overcome during the last 
two years. Foreign exchange was in easier supply and in 
some countries, such as Costa Rica, it was cheaper in 
terms of domestic currency. This tendency facilitated the 
purchase of industrial equipment, and made it easier and 
less expensive to import manufactured goods, thus reduc- 
ing the size of the available market for industry. A sales 
crisis developed in several industrial sectors. Conse- 
quently, some of these countries are currently studying the 
desirability of introducing modifications in their tariff 
structure which would impose higher duties on imports 
of finished goods whilst favouring imports of industrial 
raw materials. 


The 1952-53 electric power shortage reduced the operat- 
ing efficiency of industrial plants and increased costs, 
particularly in the more modern and highly mechanized 
factories. In some countries, however, the supply of elec- 
tricity will improve in the near future. 


Credit available for industry continues to be insufficient 
throughout Central America, although some countries are 
strengthening credit facilities. A draft law is under con- 
sideration to establish the Banco Industrial de Guatemala, 
with a capital of 10 million quetzales; in 1953, Nicaragua 
set up the Instituto Nacional de Fomento, which is em- 
powered to grant short, medium and long-term credit, and 
El Salvador is studying the establishment of a similar 
institution with financing and development powers; Costa 
Rica in 1953 successfully used a medium-term credit sys- 
tem for machinery and equipment imports. 


Industrial development laws, which have often been 
modified in Central America, were used in 1952-53 to 
foster the establishment of new industries through total or 
partial exemption of industrial equipment and materials 
from import duties or other taxes. Laws of this nature 
have been in effect since 1940 in Costa Rica, since 1947 
in Guatemala and since 1952 in El Salvador. Nicaragua is 
proposing to introduce similar regulations, while Hon- 
duras maintains a special system of tariff concessions. 
However, these regulations have not in themselves been 
sufficient to modify aggregate industrial investment. Other 
measures, such as new tariffs, free trade treaties between 
the Central-American countries, the action of development 
institutions, electric power projects and technological im- 
provement programmes have been planned or put into 
effect to supplement laws on industrial development. 


Given these conditions, the stimulus which higher in- 
come levels in 1952-53 gave to Central America has re- 


sulted in an expansive movement in some branches of in- 
dustry. Although limited, this expansion is of interest for 
the over-all economy, since it affects industries which are 
either new to Central America or constitute a more ad- 
vanced form of industrialization. 


The demand for cement has been substantial in recent 
years. There was a private building boom in four of the 
Central-American countries during 1952-53. In Guatemala, 
where private building declined, Government programmes 
have offset this tendency; in August they absorbed 60 per 
cent of the aggregate cement consumption. In El Salvador, 
private building and housing, rural settlement and electri- 
fication programmes have expanded the cement market by 
30 per cent during the last three years. Cement sales in 
Nicaragua increased from 16 thousand tons in 1950 to 
26,500 in 1952, and now exceed the capacity of the cement 
plant. The demand in Honduras brought about a 44 per 
cent increase in the volume of imports and a similar move- 
ment was seen in Costa Rica. Central-American cement out- 
put increased above the 1951 figure by 4 per cent in 1952 
and by 33 per cent in 1953. Some 104 thousand tons, or 56 
per cent of total consumption, had to be imported in 1952. 
Several countries have undertaken the construction or ex- 
pansion of cement plants; some are already complete and 
others will come into production in 1954-55. The aggregate 
demand of the area already justifies the establishment of 
medium-size plants to supply more than one country, but 
high freight costs between these countries tend to en- 
courage plans for individual small capacity installations. 
In 1952, El Salvador built a cement plant with an initial 
capacity of 49,500 tons, entering production in January 
1953, while another kiln will be ready in 1955 to double 
current output. A 30 thousand ton kiln is being installed 
in Nicaragua and is expected to enter production towards 
the end of 1954, raising Nicaragua’s production capacity 
by 160 per cent. Honduras is planning to construct a 30 
thousand-ton plant on the north coast, with prospects of 
another smaller plant in the Tegucigalpa zone. If future 
markets justify this step, Guatemala plans to establish a 
second 70 thousand-ton capacity kiln. Should all these 
plans mature, Central America will have a capacity of 
318 thousand tons by 1956-57, excluding the 90 thousand- 
ton output of the plant in Panama. In brief, complete self- 
sufficiency for Central America is in sight, with possible 
surpluses in El Salvador and Nicaragua, which could be 
used temporarily for inter-Central-American trade to re- 
place imports at present obtained from Europe and the 
United States. 


Supplementary industries have developed alongside the 
cement plants in Nicaragua and El Salvador, and during 
1952-53 the output of asbestos-cement materials increased. 
A plant is being built in Nicaragua to produce concrete 
posts for transmission lines and fences. In Guatemala, 
however, the decline in private building reduced the de- 
mand for such products. 


Central-American output of vegetable oils increased 
during 1952-53 at an average rate of 10 per cent. More- 
over, El Salvador, and to a lesser degree Guatemala, at 
present show fairly large exportable surpluses. Neverthe- 
less, the deficit of this area in fats continues to be high, 
providing a broad field for industrial expansion, partic- 
ularly in the production of vegetable lard. Nicaragua is 
building a modern edible oil factory, and is planning one 
for vegetable lard in 1954-55. Costa Rica established a 
margarine factory which operates on the basis of African 
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palm oil and cotton seed. In the soap industry, which is 
closely connected with the oil industry, output remained 
stationary during 1952-53. A plant was installed in Guate- 
mala to recover glycerine from soapmaking. Since the 
plant entered production in January 1953, all its output 
has been exported. 


The dairy product industry has shown substantial prog- 
ress in recent years. In 1952, Costa Rica installed a pasteur- 
ization plant with a capacity of 40 thousand bottles a day, 
and equipped to produce powdered milk for industrial use 
and by-products. Another plant of this type is at present 
being built, in co-operation with UNICEF, which will enter 
production at the end of 1954 with 35 thousand litres of 
milk daily. In 1953, Nicaragua installed a pasteurizing 
plant for 30 thousand litres a day, and is building a pow- 
dered milk plant—also with UNICEF assistance—to be 
opened at the end of 1954, Honduras is planning to estab- 
lish a powdered milk plant with a daily capacity of 15 
thousand litres, while Guatemala will shortly inaugurate 
a sterilizing plant with a capacity of 48 thousand litres 
each day. 


The situation of the cotton textile industry during recent 
years differed in each individual country. The textile 
crisis began in Central America about 1947-48; it was 
overcome by 1949 in E] Salvador, which had substantially 
increased tariffs during the earlier years; Nicaragua had 
somewhat improved its position by 1953; Guatemala 
reached the most critical phase during the first quarter 
of 1953, and since then output has been at somewhat higher 
levels than in 1952; Costa Rica and Honduras were still 
experiencing the crisis, which was probably at its worst 
throughout 1953. The principal cause was the slow demand 
for products of the industry, since cheaper and better 
quality imported fabrics absorbed a large part of domestic 
demand. Moreover, although the industry’s productive 
capacity is sufficient to meet the requirements of Central 
America, the mills are usually either too small or inade- 
quately equipped to provide the variety and the qualities 
demanded by the market. Some establishments have made 
partial investment with a view to improving quality, in 
order to meet the difficult market conditions. 


The textile industry in El Salvador, which in 1948 op- 
erated at less than 50 per cent of capacity, worked an 
average of two shifts daily during 1952-53; 256 looms 
were installed during this period, thus increasing pro- 
ductive capacity by 17 per cent. Aggregate output in 1953 
was, however, at the 1951 level, and production of the 
smaller mills had not recovered from the 1948 crisis. El 
Salvador’s shipments of cotton textiles, which are almost 
entirely exported to other Central-American countries, fell 
from 182.9 tons in 1950 to 104.4 tons in 1952 and may 
have declined still further, owing to competition from the 
United States and Japan. 


Textile production in the larger factories in Guatemala 
decreased by 14 per cent in 1952 and continued to fall, 
from a monthly average of 316 thousand metres in the 
first half of 1952 to 267 thousand in January 1953. But 


sales suffered a proportionately greater decline, in spite of | 
price cutting during the worst months of the crisis. Later, 
the textile market was broadened by the application of | 
the Textiles Compensating Act, under which domestic fab- } 
rics must be sold on the market in equal proportions to | 
imported goods. By the second half of 1953 the previous | 
year’s production level had already been exceeded. | 
Consumption of cotton yarn by Costa Rica’s textile 
industry declined from 241,400 in 1949 to 192,200 inj 
1951, and it is estimated that the low level continued 
throughout 1952 and 1953. The waiving of exchange sur: | 
charges in September 1951 and the generally low tariffs 
on imported textiles have resulted in greater imports, the 
volume rising from 861 tons in 1950 to 1,100 in 1952. 
Costa Rica’s textile mills, which are relatively small, have 
been unable to meet this new market situation and the 
industry was at the lowest ebb for output and sales 
in 1952-53. Conversely, production of rayon and mixed. 
textiles, although small in absolute terms, increased by 
20 per cent in 1952 and 11 per cent in 1953. 


A mill entered production in Nicaragua during 1953; 
it is of medium capacity, and output will ensure satisfac- 
tion of a considerable part of the domestic blanket demand 
during 1954. In Honduras, where a new mill opened at_ 
the end of 1952, aggregate output of drill and blankets 
increased by approximately one million yards, but the 
market contraction was sharper than ever by the end of 


1953. 


Following the removal of import restrictions on the 
necessary machinery, modernization of the footwear in- 
dustry has been undertaken during the last two years in 
some of the Central-American countries. However, the 
present factories have suffered from a shortage of skilled 
labour and the small market, which is mainly accustomed 
to handmade goods. Mechanization has so far not resulted 
in any great reduction in footwear prices, because output 
of hides and skins must still be modernized. The new 
factories, operating at satisfactory capacity levels, may 
open up markets for low cost products in those sections 
of the population which do not at present use footwear. 


Paper production has been introduced in some of the 
countries. Paper from “citronela” bagasse in Guatemala 
has not found a market and attempts are currently being 
made to improve its tensile strength by blending it with 
other raw materials. After a long experimental period, 
Costa Rica began in 1953 to manufacture Kraft paper 
based on abaca fibre. Extensions are being completed 
which will increase the productive capacity for this type 
of paper to 2,500 or 3 thousand tons yearly in 1954. 


The mechanization of the timber industry employs ad- 
vanced techniques in several countries. Guatemala’s ply- 
wood plant, with a capacity of 795 thousand square feet 
per month, raised output substantially in 1952-53 and 
exported to Cuba, El Salvador, Honduras and the United 
States. Honduras is establishing a similar plant to enter 
production in 1954/55. 


Chapter IV 


ELECTRIC POWER 


1. GENERAL CONSIDERATIONS 


The main obstacles to the achievement by the Latin- 
imerican countries of a complete or short-term solution 
9 the power shortage which has existed for a number of 
€ars continue to be the amount of capital required to 
xpand the output of electric power, the rate of urban 
rowth and the increase of industrial development. 


During 1953, some countries continued to receive finan- 
ial support from international sources, while others have 
rovided incentives for private capital, either domestic or 


foreign. Many republics established specific national 
bodies to draw up and implement general electrification 
programmes; in others, previously established institutions 
of this nature continued to operate. The aim was to co- 
ordinate the efforts which previously had been made with- 
out such co-ordination. 


Nevertheless, almost all the countries of the region 
suffered from power shortages to some degree during 1953. 
In some cases—Argentina, Brazil, Colombia, Chile and 
almost all the Central-American Republics—there was a 
lack of power in the main urban and industrial areas. In 


Latin America: Installed capacity and output of electric power, 1953 


Table 192. 
Installed capacity Electricity output 
1952 1953 1952-53 1952 1953 4 1952-53 
(Thousands of KW) Percentage increase (Thousands of KWh) Percentege increase 
jE | oe 1,800 1,862 3.4 4,710 > 4,910 > 4,2 
alevis2622. J 7..ibe 85 90 5.9 198» 3! a 
Pes oL ds. 5 2 5s 1,975 Zab 13.3 9,498 10,308 8.5 
Cite Spel sas. 5% 494 494 — 1,870 1,980 5.9 
iprnbta sys. oc5id¢\\'s 400 430 i.o 840 4 9174 9.2 
‘ Witte & tak ee Ee 49 49 — 120 e 132 ¢ 10.0 
PACAP HAY oS > Sue ac 18 18 — 38f SF oe 
(ios te a ee eae 278 290 4.3 376 # 418 & eZ, 
ee ee 235 246 4.7 190 845 eZ 
Venezuela®.......... 360 370 2.8 721 825 14.4 
SuB-TOTAL 5,674 6,086 6.9 18,888 3 20,335 hed 
"i pee ee 1638 188 4 11.9 FTE 854 9.9 
Dominican Republic... 60 60 4 a 

eT Th, Ware See eee 25 25 4 — ae r 3 4 
_ Pay ep ee ee aS ie. 1,678 6.7 5,340 5,720 FGA 
SUB-TOTAL 1,825 1,951 6.9 6,117 6,574 15, 
on Pe) it, ae Po 46 47 2.2 ay 204 o2 
j El Salvador.......... Al 2. 2.4 103 » Pe ¥, 
Gustentalas is snntecse 39 40 2.6 106 > 111° 4.7 
SGHRUIIEAS boos = o'o'e a i 42 12 — 10 * 12 * 20.0 

EAR AON Ao ie > Seip eels s 26 29 11.5 ae 
Petwads £2 ee om 30 30 — 96 ! Ae 
‘ SUB-TOTAL 194 200 3.11 116 ™ 123 = 6.0 
TOTAL f ENE 8,237 6.8 25128 VARI: Y 7.6 


MECN ponte fevvnaes Waa ei nkcenc Sr ae Ee ee 


Source: Economic Commission for Latin America, based on data for individual countries. 
2 


ranean oe 


—- we 


Estimates. 

Data relative to public utility companies only. ; 

Neither capacity nor output of large mining taken into account. 
Output of the three principal public utility companies. 

Quito, Guayaquil, Riobamba and Ambato. 

The public utilities of Asuncidn only. 

Greater nor ee 
Capacity only reier peti 
a FOE but only in 10 states and in the federal districts. 
Includes neither Bolivia nor Paraguay. 

Tegucigalpa and San Pedro Sula only (fiscal years). 
Panama and Colén. - 

The public utilities of Asuncion only. 


= Quito, Guayaquil, Riobamba and Ambato. 
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s to public utility, mining and petroleum enterprises; production to this same type of 
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others—Bolivia, Ecuador, Mexico and Peru—it was, in con- 
trast, the capitals and large cities which enjoyed adequate 
power supplies; the shortage in rural areas continued with 
little possibility of immediate relief, the problem being 
aggravated by the excessive concentration of the power 
supply. 

The countries in the first group are passing through a 
period of transition. The emergency solutions adopted in 
previous years generally included the use of thermal 
installations either for public supply or by private con- 
sumers. These makeshift measures were adopted pending 
the preparation of permanent and integrated Government 
plans, which would certainly have greatly improved the 
position. However, no such plans were forthcoming, and 
the shortage of electrical energy was aggravated by the 
limited efficiency of the makeshift solutions which were 
adopted, so that in many cases it has proved necessary to 
maintain electricity rationing. 


The situation in the second group of countries is no less 
serious. Only in a few instances were regional plans made 
to relieve the power shortage in areas with the greatest 
deficit. The collaboration of local authorities was some- 
times obtained, but the plans usually provided for the 
establishment of a number of small power stations. Co- 
lombia and Mexico may be cited as examples of such 
projects. 


The internal disequilibrium between the different con- 
sumption sectors in countries within one group or other 
explains why the power shortage continues despite the 
apparent normal growth of electricity output and installed 
capacity. (See table 192.) 


IJ. THE SITUATION IN SELECTED COUNTRIES 


1. Argentina 


After having remained at a stationary level during 1952, 
electric power output in Argentina increased by a lit- 
tle over 4 per cent in 1953, so that the strict rationing 
of the previous year could be relaxed. Several circum- 
stances contributed to this improvement. 


The increase in output was due, firstly, to higher fuel 
imports, made possible through a greater availability of 
foreign exchange. Since 93 per cent of all electric power 
in Argentina is produced from thermal plants, output is 
closely linked with imports of coal and oil, which are 
not produced domestically except in quantities far below 
consumption requirements. 


In 1953, several small State-owned hydro-electric plants 
with an approximate capacity of 62.3 thousand kW were 
completed by the end of the year. The most important, 
which has a capacity of 50 thousand kW, is situated at the 
“Los Molinos” dam in the province of Cérdoba. These 
additions will bring Argentina’s total installed capacity 
up to nearly 1,860,000 kW, of which 400,000 are for pri- 
vate use and 1,460,000 for public service. 


The decline in industrial activity caused less pressure 
upon demand, so that the small increase in output coin- 
cided with a lower than normal rise in consumption. The 
rate of consumption growth would usually require a rise 
in output of around 7 per cent, according to the trend 


between 1947 and 1951. 
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During 1953, work also proceeded on the constructior 
of various other electric power plants within the secon 
Five-Year Plan, which includes the termination, between 
1953 and 1957, of thirty-one hydro-electric and nine 
thermo-electric plants with a total capacity of 759 thou- 
sand kW. Among these latter is the large San Nicolés 
plant, of 320 thousand kW, which is being erected to supply 
greater Buenos Aires, and should be completed in 1954-55, 


2. Brazil 


During the first eight months of 1953, the average 
monthly output of electric power in the cities of Rio de 
Janeiro and Sao Paulo did not exceed the corresponding 
figure for 1952. Thus, there has been a continuation of th 
substantial deficit affecting the principal urban and indus- 
trial centres of the country, so that power rationing was 
again necessary. To the inadequate capacity of the gen- 
erating plants were added hydrological conditions which 
reduced output from the main sources of supply, over 80 
per cent of which are hydro-electric. There was an insig- 
nificant increase in the installed capacity. 


In contrast, the situation was easier in the remainder of 
Brazil, where, by making use of existing facilities and by 
the addition of new units, it was possible to obtain a con- 
siderable increase in output. This was almost the sole 
reason for the increase of 8.5 per cent recorded in Brazil’s 
aggregate electrical power output. 


Total installed capacity at the end of 1953 was estimated 
at 2,237 thousand kW. This includes some 258 thousand 
kW installed during the year, 70 per cent of which serves 
regions other than the Rio and Sao Paulo areas. 


Among the projects in progress, a mention must first be 
made of the foreign company which holds the concession 
for the cities of Rio de Janeiro and Sao Paulo. In 1952, 
this company had some 958 thousand kW installed (48.5 
per cent of the domestic total), and three large new plants 
were under construction to add a further 790 thousand kW 
by the end of 1956. These plants are: the hydro-electric 
plant at Forgacava, which will add 330 thousand kW to the 
Rio system and will be completed by the beginning of 
1954; the thermo-electric plant at Piratiniga near Sao 
Paulo, which will provide 200 thousand kW during the 
same year; and finally the hydro-electric plant at Cuba- 
tao, also serving Sao Paulo, the first four units of which 
should be generating 260 thousand kW in 1955-56. Of this 
programme, only 35 thousand kW could be brought into 
production during 1953, but it is hoped that the remainder 
will be completed on schedule. It is interesting to note that 
for this plan, involving an investment of 170 million dol- 
lars, the company has been assisted since 1949 by credits 
from the International Bank for Reconstruction and De- 
velopment totalling 108 million dollars. To finance future 
plans, the company is also considering an appeal to private 
Brazilian capital. 


Another foreign firm, which supplies a number of com- 
munities in Sao Paulo State, has begun building a hydro- 
electric plant at Peixoto, on the Rio Grande. This will 
provide 80 thousand kW by 1956 and in ten years’ time 
will have a capacity of 400 thousand kW. The total cost 
will be some 1,400 million cruzeiros (75 million dollars) ; 
it will be met partly by a loan of 24 millions from the 
Export-Import Bank. 


3. Chile 


El output for public use in 1953 was 1 
rn Ilion kWh,* which is only 5.8 per cent greater than 1952. 
Hhis rise is the lowest for the past five years, and is only 
If that for the years 1951 and 1950. The increase takes 
nto account the new 16 thousand kW plant inaugurated 
‘the Empresa Nacional de Electricidad (ENDESA) in 
het *? ne epee in sire 1952, and also the 
ization of plants operate i izati 
aa.. es ete pera y this organization 
_ On the other hand, no additional capacity was installed 
im the central provinces, where the majority of domestic 
try is situated. Existing plants were used to maximum 
tapacity during the winter peaks and rationing had once 
again to be imposed. This situation has now arisen for 
several consecutive years. 


As an immediate solution for the next critical period 
during the winter of 1954, it is proposed to use output 
available from the partially completed plant at Cipreses. 
This power plant is being constructed by ENDESA in the 
mountains opposite Talca, 259 kilometres south of Santi- 
ago, and is nearing completion. It will have a capacity of 
65 thousand kW, to be increased to 92.5 thousand in the 
following year. 


To distribute the power from this plant in the central 
zone, further additional] investments of the order of 500 
thousand dollars are necessary. The Government has 
agreed to provide this sum if the company has difficulty 
in obtaining the capital. 

The ENDESA electrification plan for the remainder of 
the country comprises additions of 146,500 kW between 
1955 and 1957; research and preliminary work have 

During 1954 alone, it is hoped to bring into operation 
|65 thousand kW of the two first units at Cipreses, repre- 
senting 13.2 per cent of the installed capacity of the coun- 

~ which stood at 494.300 kW on 31 December 1953.” 

investment involved in this first stage at Cipreses is 
25,200,000 dollars; the 146,500 kW to be installed in 
1955-57 will require an investment of some 26,700.000 
do}lars. 
— 4. Colombia 
‘Considerable efforts are being made in Colombia to 


increase generating capacity and thus eliminate one of the 
major obtacles to urban development and industrial 
growth. As may be seen from the measures adopted in 
1953, the studies being made by the Government have led 
to the conclusion that an adequate solution wil] require 
the assistance of both official bodies and the private com- 
panics, given the necessary capital. 


In order to encourage private investment, a decree was 
approved in 1953 granting tax concessions to private com- 
panics on the same level as those given to public utility 


undertakings. 


~ On the other hand, the Government approved in May 
an estimate for an immediate programme to be carried out 


2 Estimated on the basis of statistics for nine months. The figure 
includes 32 power plants which represent 56 per cent of Chile’s 
total output, including the large mining companies. 

2 This total excludes the 202 thousand kW installed for their own 
use by the large copper, nitrate and iron ore mines. 
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by the Instituto Nacional de Augas y Fomento Eléctrico. 

investment amounts to 6 million dollars during the 
first year, rising to a total of some 20 millions within two 
and a half years. The programme consists of the installa- 
tion of 14 thermo-electric and 12 hydro-electric plants 
with a capacity of 1 to 5 thousand kW each. This would 
add a total of 62,700 kW to the supply of the urban areas 
and of the neighbouring rural areas most in need of 
electric power. 


For another project of the same institution, it is recom- 
mended that some 30 diesel generating sets should be 
acquired during the next five years, with a total output of 
15 to 21 thousand kW, to be installed in small villages. 


The institution is also studying an electrification plan 
on a nation-wide scale, with the object of providing a long- 
term solution and of making the maximum use of available 
resources, 


Jointly with these general planning efforts, a number 
of important consuming centres have undertaken the con- 
struction of new plants, which, within two years, will add 
nearly 100 thousand kW to output. These efforts are being 
financed by credit from the International Bank for Recon- 
struction and Development, municipal funds, and both 
national and foreign private capita]. European firms have 
been invited to present estimates for the supply of equip- 
ment on deferred payments, and some of these firms have 
shown interest in these plans. 


The average output of the three main public utility 
companies for which figures are available, was 10 per cent 
higher in 1953 than in the previous year. The operation 
of the first units of the programmes mentioned above 
brought about this increase, which is directly related to 
the rapid rise in demand. 


The Consejo de Planificaci6n Econémica has estimated 
that by 1962 the country will need some 730 thousand kW 
of generating capacity, and since the present aggregate is 
estimated at only 430 thousand, there is a deficit of 300 
thousand kW to be covered in this period. 


5. Ecuador 


The demand for electric power continued to rise during 
1953, and became correspondingly more difficult to cover. 
Output in the four largest cities was 132 million kWh, an 
increase of 1] per cent over 1952. 


The bill presented to Congress establishing the National 
Electrification Plan is the first definite step taken by the 
country in this direction. and is the outcome of studies 
made with technical assistance from international organi- 
zations. This bill proposes a first five-year plan commenc- 
ing in 1954 and involving an investment of some 350 
million sucres (53 million dollars). By means of this plan 
it is hoped to solve the more pressing problems. It in- 
cludes the installation of 42.300 kW of hydro-electric 
power, 18,600 kW of thermo-electric power, 456 kilometres 
of main transmission lines and 1.052 kilometres of rural 
lines. This would more than double the country’s capacity, 
which is around 49 thousand kW and would supply 75 
per cent of the population. At present only 32 per cent 
of all inhabitants enjoy electric power facilities. 


The plan shows that previously the main obstacles to 
electric power development were the lack of co-ordination 
and the use of smal] municipal plants and distribution net- 
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works which were inadequate and badly maintained. It 
is therefore proposed that future development should be 
highly centralized by the creation of organizations which 
can appraise and control the available resources, accumu- 
late adequate capital and supply the necessary technical 
aid to the more distant consuming centres. For the financ- 
ing of the plan, public bodies would take up shares in the 
new organization, with which the existing electricity com- 
panies would be merged. 


At the end of 1953, the International Bank for Recon- 
struction and Development granted a loan of 2.8 million 
dollars for the construction of an electric plant at Cun- 
unyacu. This sum covered expenditure in foreign ex- 
change, while the costs in the domestic currency were met 
by various public bodies in Ecuador. The plant will pro- 
duce 15 thousand kW which will be sufficient to overcome 
the shortage in the city of Quito. 


6. Mexico 


The installation of electric power plants in 1953 was 
at a slower rate than in previous years, the total installa- 
tion was 106 thousand kW,* which is lower than the addi- 
tions of either 195] (127 thousand) or 1952 (172 thou- 
sand). It was also less than the minimum estimated as 
the annual requirement to meet consumption, which rose 
in 1948-52 at an average rate of 10 per cent. Output in 
1953 rose by 7 per cent, a rate of increase also lower than 
that of previous years. 


The Government electrification programme, which since 
1945 has been the most important element in new power 
construction, gave special importance in 1953 to the in- 
stallation of thermal plants in heavy demand zones, where 
no hydro-electric resources are available in the near future. 
Under this plan thermal] plants were installed at Guaymas 
in Sonora (25 thousand kW) and Chihuahua (15 thou- 
sand), which, added to those which had previously been 
installed in Monterrey and elsewhere, have helped to 
improve the supply during 1953 in the north and north- 
east of the country. In the central zone, the construction 
of hydro-electric plants fell behind the dates originally 
planned, and the 88.2 thousand kW of the Ixtapantongo, 
San Bartolo and El Durazno plants will not be available 
until the second half of 1954, These plants are being 
constructed in the Sistema Miguel Aleman. In 1953, only 
44 thousand kW were installed in this zone, mainly from 
thermal plants, with which it is hoped to meet the increased 
demand until the hydro-electric plants come into opera- 
tion. 


As a result of these additions, and of others in public 
and private plants, Mexico’s aggregate installed capacity 
at the end of 1953 was almost 1,700,000 kW and there was 
an increase in the trend towards the displacement of hydro- 
electric by thermo-electric capacity, which has been a 
characteristic of recent electrification progress. Of the 
106 thousand kW installed in 1953, approximately 75 to 80 
per cent consisted of diesel or steam plants which, by the 
end of 1953, already constituted 55 per cent of the total 
installed capacity. 


However, the installation of thermal plants in recent 
years has been generally effected with the object of creat- 
ing mixed systems, combining both types of power, or as 
emergency measures designed to meet as quickly as pos- 


* Provisional figures, subject to confirmation. 


sible the power demand in areas where hydraulic develop- 
ment can only be undertaken on a long-term basis. The 


‘construction of hydro-electric plants continues to be a 


fundamental part of the present electrification plans, 
and both the government and one of the principal private 
companies have comparatively large plants under con- | 
struction, which will be the basis for expansion of the — 

power system in the near future. 


In the central grid system, the government is building 
4 hydro-electric plants, with a generating capacity of 223 
thousand kW which, together with another privately owned 
plant of 45,600 kW, will increase capacity of the whole 
system to 667 thousand kW in 1954, and 850 thousand in 
1956. The power supply to this zone will thus be assured | 
— approximately in 1956-57—by the output from three — 
large hydro-electric systems (Miguel Aleman, Necaxa and 
Lerma) and three thermal plants, which, by using maxi- | 
mum capacity, will compensate for any shortages which © 
may arise in the hydro-electric system. The government is 
also building a further hydro-electric power plant, of 52 
thousand kW, which according to official reports should 
come into operation in 1954, The power from this plant 
will be available to supply the areas of El Bajio and 
Jalisco which, among the developed areas of Mexico, are 
those which have suffered most from electric power short- 
ages. 


The use of the water from irrigation dams for generating 
purposes has also been studied in recent years, and forms 
part of the electrification programme in the north and 
north-east of the country. At present a 31,500 kW plant | 
is under construction, to use the waters of the Falcén dam 
on the river Bravo, to provide power for Monterrey and 
probably the states of Coahuila and Tamaupilas, in addi- — 
tion. Other similar plants, with a capacity of 70 thousand 
kW have been planned to use the waters of the North 
Pacific watershed and to provide cheap power for this re- 
gion, which has no known oil resources. 


Apart from these and other principal areas, which until 
the present have constituted the primary objective of 
public and private electrification plans, aggregate installed 
capacity has barely increased in recent years; there is an 
acute power shortage in the under-developed areas of 
Mexico. The government has prepared a rural electrifica- 
tion programme which consists of installing 46 plants and 
the establishment of rural electric systems, in cases where 
the proximity of the districts or the extent of their con- 
sumption so warrants; it is proposed to extend the lines 
and routes of various electrical networks to provide power . 
for localities of 5,000 or more inhabitants in zones where 
supply is economically feasible. 


Completion of these plans by the Comisién Federal de 
Electricidad will strengthen the trend towards the estab- 
lishment of large public-owned plants, output of which 
will be distributed by the principal private systems and 
will extend the electrification process to Mexico’s less 
developed areas. Allowing for the plants at present under 
construction and the dates by which they are expected to 
come into service, the forecast of future capacity is 
1,800,000 kw in 1954, 1,900,000 in 1955 and 2 million in 
1956. This provides an over-all annual increase which, 
apart from the zone served by the central grid, will be 
inadequate to meet the expected demand. The realization 
of other plans in addition to those at present pending com- 
pletion and the fulfilment of the rural electrification pro- | 
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gramme as soon as possible are, therefore, of the greatest 
urgency. 


7. Peru 


_In Peru there is a marked contrast between the power 
situation in the capital and in the provinces. In the Greater 
‘Lima area, supply was sufficient to meet increasing con- 
| sumption, while in the provinces the lack of installed 
capacity or failure to renew equipment led to rationing 
and frequent breakdowns during the year. The reason for 
this unsatisfactory situation is that the public utility com- 
panies, with certain exceptions, are not allowed to increase 
power tariffs, which have been maintained at the same 
level for some time without regard for the considerable 
price increases in fuel, spares, labour, etc., consequently, 
there is little inducement to reinvestment in improvements 
or plant expansion. To rectify this situation and to regu- 
late the expansion of the power industry, a draft bill has 
been presented to Congress, “The Electrical Industry 
Law.” The necessity for offering encouragement to private 
capital as the basis for future power expansion is recog- 
nized in this bill. 


Installed capacity in 1952 stood at some 278 thousand 
kW divided as follows: 


Public utility companies 


Greater Lima area...... 112,823 kW 

Pranin Cesena se ae, cic c, Sate 33,194 kW 146,017 kW 
Private companies 

Wines eae Mee te fi. ss 89,165 kW 

industries: see tM 24,700 kW 

Apurcultures tes eh aos 18,375 kW 132,240 kW 


278,257 kW 


In 1953, there was a rise of only 4.3 per cent. The two 
most important projects completed during the year were 
the hydro-electric plant at Chaprin (Department of 
Pasco), which will supply 3,900 kW in its first stage and 
the thermal plant at Cuzco. By adding the small plants 
acquired by various industries, large properties, villages, 
etc., the installed capacity for 1953 will be 290 thousand 
kW. This will be increased during the coming years by a 
third unit of hydro-electric plant at Moyopamba, for 
Greater Lima (21 thousand kW) ; expansion of the Juan 
Carosio plant at Callahuanca, for Greater Lima 30 thou- 
sand kW); the Central Hidroeléctrica del Paucartambo 
at Lower Yaupi, for a metallurgical centre (60 thousand 
kW) ; the hydro-electric plant at Cafion del Pato, a project 
for 150 thousand kW;; the first stage of which will provide 
50 thousand kW; the enlargement of the Arequipa plant 
(4 thousand kW) ; and the completion of the hydro-electric 
plant at Chaprin in the province of Pasco (2 thousand 
kW). All this will signify an aggregate increase of 167 
thousand kW. 


In addition, studies are being completed of the hydro- 
electric plant at Vilcanota, Cuzco department (20 thou- 
sand kW) and the hydro-electric plant at Charcarri in 
Arequipa department (20 thousand kW), which involves 
a further 40 thousand kW in the next four years. Thus, by 
1958 the installed capacity of Peru will exceed 500 thou- 
sand kW. 


8. Uruguay 


Uruguay has continued to plan electric power develop- 
ment, with due consideration being paid to consumption 
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requirements, through Usinas y Teléfonos del Estado 
(UTE), a body that administers the State monopoly which 
covers all aspects of the production and sale of electricity. 


At the beginning of 1954, the principal phases of the 
expansion project commenced in 1950 were completed. 
Working with an investment of 21.2 million pesos, and 
loans from the International Bank of 26,400,000 dollars, 
these projects add 50 thousand kW of thermal power to 
the Montevideo-Rincén de Bonete system, establish 886 
kilometres of trunk transmission lines, and improve both 
the distribution within the capital and the supply to a large 
number of districts in the interior. 


The second phase of this project was approved by the 
law of 10 November 1953, and provides for an investment 
of 165 million pesos (equivalent to 87 million dollars) 
during the next three years, to be financed mainly by 
government bonds, although foreign capital is being 
sought to cover the imported material. The main item of 
this second stage will be the hydro-electric plant at Rincon 
de Baygorria, which is to be erected on the Rio Negro, 
66 kilometres downstream from the present Rincon de 
Bonete, which is the only large hydro-electric plant at 
present in operation in the country (108 kW installed). 
The Baygorria plant will have 103 thousand kW installed, 
and could normally generate 87 thousands, falling only 
to 65 thousands in periods of drought. To supplement the 
overload periods, and to meet the needs of the immediate 
demand until the new projects come into use, it is also 
intended to add a new 50 thousand-kW-unit to the thermo- 
electric plant in Montevideo. In addition, the distribu- 
tion in Montevideo will be improved, as also the trans- 
mission and generation of the provincial plants. 


With this programme, the present capacity of 203 thou- 
sand kW, with normal water conditions, will rise to 340 
thousand kW, which, it is estimated, will cover all power 
requirements until 1960. 


Consumption has increased at a very high rate in recent 
years; 12.2 per cent in 1952-53. An increase of 10 per 
cent is expected up to 1956, and 8 per cent between 1957 
and 1970. 


The use of all available hydro-electric sources, which 
are not substantial, will at least ease requirements for fuel, 
all of which must be imported. 


9, Venezuela 


The output for public use in 1953 was about 825 mil- 
lion kWh, representing an increase of 14 per cent over the 
previous year, although this still is lower than in recent 
years: 16.6 per cent in 1947-52. 


The Venezuelan Development Corporation had some 
42.5 thousand kW under construction in 1953 in thirteen 
thermo-electric plants. This represents an investment of 
some 45 million bolivares (or 13,500,000 dollars) and 
forms part of an electrification plan drawn up by the 
Corporation in 1950, which includes the installation of 
some 225 thousand kW by 1955, through investments of 
around 90 million dollars. Approximately one third of 
this sum had been invested up to mid-1953. 


Venezuela’s generating capacity, which was about 236 
thousand kW in 1952, will have risen by 1955 to some 


460 thousand. 
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The additions to the generating capacity mentioned 
earlier form part of the group of direct investments being 
made by the Corporation, establishing autonomous com- 
panies in which the Corporation holds the controlling 
financial interest. It has also granted credits to private 
companies for the purpose of enlarging their installations. 
This planning activity is actually the leading factor in the 
increased demand for electric power in Venezuela, which 
has risen to the highest relative levels in Latin America. 


10. Central America and Panama 


During 1952-53, the demand for electric power re- 
mained greater than the generating capacity of this zone. 
Large rural and suburban areas continued to be without 
a supply of electricity and the main consuming centres 
—where the majority of the plants are located—were 
obliged to remain within the limits of the small power 
available. 


The most recent increase in capacity involving the in- 
stallation of generating units of any size was carried out 
between 1948 and 1951, when the 30,700 kW installed 
was rapidly absorbed by consumption. Since then, the 
development of electric power—especially in El Salvador 
—has been concentrated upon long-term projects; the new 
public service plants, installed mainly in countries which 
had shown the slowest rate of growth in previous years 


totalled only 7,400 kW. 


Nicaragua raised output capacity between 1952 and 
1953 by 3,300 kW, which is 45 per cent of the total in- 
crease for the zone; Honduras improved the supply on 
the northern coast; while the three countries where largest 
additions were made between 1948 and 1951—Costa Rica, 
Guatemala and El Salvador—installed only about 1 thou- 
sand kW each. In all, the generating capacity of Central 
America increased by 2.5 per cent annually, as against 
an average annual increase in consumption of 12 per cent. 


The capacity deficit, which was already considerable 
in 1951, is now more than 35 thousand kW, while the de- 
mand within the region has been partially met only by 
permanently overloading the systems, and through instal- 
lation of private plants by industry, commerce and agri- 
culture. By this means, the output in 1952 showed a high 
rate of increase. In 1953, the possibilities of further over- 
loading the plants were exhausted, and it became neces- 
sary to increase the restrictions on consumption. 


Taking into account the plants under construction, the 
supply situation should improve substantially within the 
next few years in certain of the Central American coun- 
tries. Projects are being implemented which will almost 
double the generating capacity of this region during the 
next four or five years. In El Salvador, the final stages 
have been reached in the construction of the new plant on 
the river Lempa, which will have a capacity of 30 thou- 
sand kW. This plant will supply the central area of the 


country, the district of San Miguel, and later will also 
improve the situation in other areas. Construction work 
is completed, and the first two units, with a capacity of 15 
thousand kW each, will be installed by May-June 1954. 
By then the total load of the area will be some 20,900 
kW and it is estimated that the average annual increase 
will be 18 per cent. This implies that the output of the 
first two units will be completely absorbed by 1955-56. 
Towards the middle of 1954, a storage reservoir will be 
built with the aim of installing a third 15 thousand kW 
unit in 1956. With these additions there will be an ade- 
quate supply until approximately 1958-59. The tariffs, 
which will come into force when the output of the Lempa 


plant becomes available, will be 25 per cent lower than 


| 
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power rates in the San Salvador zone, and 50 per cent 


below present light and power charges in San Miguel. 


In Costa Rica, a 10 thousand kW steam plant will be 
inaugurated in 1954 to supply San José, which alone will | 
probably absorb the entire output. In accordance with the 


National Electrification Plan, the Instituto Costarricense 


de Electricidad is building a 30 thousand kW hydro-elec-— 


tric plant, which should be completed by 1957; during 


1955-56 this body will instal two small plants with a total — 
of 5 thousand kW. The first of these plants will have sur- 


plus capacity available, which should meet the needs of 
the central district until 1960. 


In Guatemala, a 3,500 kW plant is being built, to be. 


completed at the beginning of 1954, and work has begun 
on a hydro-electric plant to have a capacity of 30 thou- 
sand kW, and which should be in use in three or four 
years’ time. Other long-term projects are being studied. 


In March 1953, a 3 thousand kW diesel plant came into 
operation in Nicaragua, and it is hoped to instal two 
steam units of 12.5 thousand kW each in 1956. This addi- 
tional power of 28 thousand kW should meet the demand 
until 1960, but it is anticipated that, between 1954 and 
1956, the shortage will be acute. 


Honduras carried out small extensions to the Teguci- 
galpa and San Pedro plants during 1954, while Panama 
is constructing a 5 thousand kW hydro-electric plant to 
come into operation in 1955. 


To summarize, if the power plants now under construc- 
tion in Central America are completed on schedule, a 
total of almost 154 thousand kW will be added during the 
next four years—an increase of 9 per cent over 1953 capac- 
ity. However, the only countries where an early improve- 
ment in the supply situation may be expected are El 
Salvador and Costa Rica. From the present condition of 
the various projects, it appears that the shortage of electric 
power in the remaining countries will not be relieved be- 
fore 1956-1957. In the meanwhile, it may be necessary 
to turn to short-term solution, installing small plants, 
mainly thermo-electric; which could meet some of the de- 
mand during the 1954-57 period. 


Chapter V 
PETROLEUM 


I. GENERAL CONSIDERATIONS 


In 1953, the petroleum industry of the Latin-American 
ountries that export this product (Colombia, Ecuador, 
fexico, Peru and Venezuela) was adversely affected by 
rorld over-production. For this reason, Venezuela and 
Mexico registered declines of 3 and 6 per cent, respec- 
ively, in their petroleum output as compared with 1952, 
nd Colombia’s production increased only very slightly. 


The other producers, which consume their entire out- 
ut in the domestic market and supplement supplies with 
mports (Argentina, Bolivia and Brazil), increased their 
roduction considerably. Chile, which exports crude petro- 
eum and imports the refined product, also experienced a 
ise in output. 


Among the important producers, Latin America was 
nost affected by the world over-production in 1953. Al- 
hough the Middle East registered a slower rate of growth 
han in recent years, during 1953, this region was still able 
9 show a 15.8 per cent rise in relation to the preceding 
ear. (See table 193.) 


The development of Middle Eastern production has been 
isplacing Latin-American petroleum on many markets, 
specially in Europe. The competitive position of the 
Middle East was based for some time on high yields from 
ts oil fields, which are relatively new and where produc- 
ion costs are considerably lower. Furthermore, in 1953 
nore oil tankers were available, thus lowering transport 


costs and making the Middle Eastern oil fields more ac- 
cessible to consumption centres such as the United States. 
Latin America’s petroleum production is increasingly sup- 
plied to the internal market, which consumes approxi- 
mately one-fourth of the Venezuelan output and, in addi- 
tion, the aggregate production of the non-exporting coun- 
tries. For almost all the countries, there is a substantially 
high rate of growth in domestic consumption. The distribu- 
tion facilities of the large petroleum companies contribute 
to this rise in consumption, just as a completely contrary 
effect is caused by difficulties in developing alternative 
resources, such as coal for example. Furthermore, the 
relatively low prices maintained by certain governments 
for petroleum products on domestic markets have also 
acted as a strong consumer incentive. In 1953, Peru and 
Colombia reacted slightly against this tendency and au- 
thorized domestic price revision to stimulate the distribu- 
tion companies, largely financed with foreign capital. 


In 1953, there was a 10.8 per cent rise in Latin-American 
refining in relation to the preceding year. (See table 194.) 
But the enlargement of refining capacity was very limited 
and the annual figure was approximately 50.9 million 
cubic metres, which corresponds to 40 per cent of crude 
petroleum output. Nevertheless, there are important proj- 
ects under construction, which involve 15.4 million cubic 
metres annually, and immediate plans account for another 


*Tn 1953, 26 per cent of all United States imports of petroleum 
came from the Middle East, 50 per cent from Latin America and 
23 per cent from the Netherlands West Indies and Trinidad. 


Table 193. Latin America: Crude petroleum output 


(Thousands of cubic metres) 


ee 


Percentage variation 


Countries 1951 Lone 1953 @ 1951-52 1952-53 
PAT SEIUEMNIGM EM a eee teen centers ene oe 3,890 3,909 4,475 0.5 14.9 
IBGliviateete eter A wy tanta. .atal bes 83 85 96 1.9 i293} 
Brazilian this on! 2 sie.2beel: 100 109 141 9.0 28.9 
(Chile to stelernGs anid 2iaks Pooks 120 144 176 20.0 D2) 
Golombictatly, (rece om crsyacbaneerhe atc 6,105 6,140 6,275 0.6 Dee 
IRC aclonmeete parte ata psc mpeg oe lees. 431 452 472 4.9 4.4 
IMGXICO WW Cee Mobs nas saieraath ott ep 25 12,545 IAS 0.2 —6.1 
(Pacey a ak 2 oie! Pal cS We ee a ae Sn 2,528 2,593 2,563 Des) —1.2 
SUB-TOTAL 25,781 25,977 25,779 0.8 — 
FaNETAEG) Is, roses erage ean RE 98,921 104,969 102,103 6.1 —2.7 
v3 Tora, Latin America 124,702 130,976 128,082 5.0 —2.3 
itedgStates sys sesh eke Gaisy- 336,000 344,000 352,000 2.4 2.9 
tne nae ere Cee 108,100 117,500 135,500 9.3 1522) 
Others eet cr ccaneba ua kien eee 28,198 32,524 38,709 15.4 19.0 
Wortp ToraL 597,000 625,000 654,291 4.7 4.7 


eet cmite Vines Hered ti 


Source: For Latin America: Economic Commission for Latin America, based on official statistics 


for others: Petroleum Press Service. 
a Estimates. 


» Excluding the USSR, Eastern Europe and China. 
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Table 194. Latin America: Crude petroleum refining 


(Thousands of cubic metres) 


Countries 1951 


Newel, omnopubadygonaocdsocc 6,310 
Bolivia ae eed ce etree 67 
Brazil’oe en wees tice soe crane ea siemens datall 
Golombiatee eetc ce cee eer 1,575 
Cuba Pee eee ee, eee ee 372 
Hcuad oat. etek. lene te eee eres 269 
IMeGxicolPacantyn hatin atk sioeteretes 9,750 
Period cons rsaeccretsp tone taeier yyw 2,150 
WitiENIEN EER Asoo che ogusspeoso sez 998 
Sus-Torat 4 21,230 

Vienezielaysxvs sy. ciottaricrantastaebvee 18,297 
TOTAL 39,527 


eo et SS Se ee 
Source: Economic Commission for Latin America, based on official statistics. 


a Estimates. 


» For these countries the volume of by-products is indicated; figures for the remaining countries 


are given in terms of crude treated petroleum. 


¢ Refers only to the output of the Refineria de Mataripe, which represents 66 per cent of total 


national output. 
4 Excluding Cuba. 


12.5 millions. This agrees with the tendency of producing 
countries to refine the largest possible volume, and the 
efforts of substantial importers to reduce foreign exchange 
expenditure on refined products. 


As regards petroleum legislation, an important step 
was taken by Argentina with the policy of stimulating 
private domestic and foreign capital investments in out- 
put. Colombia also adopted measures to strengthen this 
same policy. In contrast, Brazil passed a law creating a 
government monoply of the main sectors of this industry. 


Despite the threat of surplus crude petroleum capacity 
in the United States and competition from the Middle East, 
the Latin-American industry has solid bases for develop- 
ment, including the favourable geographical position of 
the Caribbean oil fields and the possibilities of the domes- 
tic market. For the immediate future, investment plans 
appear to indicate a normal upward trend. Venezuela will 
continue to invest at a rate similar to that of the last two 
years; Argentina’s energy supply is based to an increasing 
extent upon domestic petroleum; Bolivia, Colombia and 
Peru are contracting foreign prospectors on a large scale, 
and Brazil is initiating its new organization with large 
capital investments. 


I]. ExporRTING COUNTRIES 


1. Colombia 


In 1953, petroleum output, estimated at 6.26 million 
cubic metres, was only 2 per cent higher than in the pre- 
ceding year. Refining showed a small increase, estimated 
at 3 per cent of the 1952 figure of 260,500 cubic metres. 


The Empresa Colombiana de Petréleo is an autonomous 
fiscal entity operating oil deposits which supply a third 
of production, these are declining and large investments 
are necessary for their improvement. In turn, the foreign 
companies maintained their production at the 1952 level. 


Percentage variation 


1952-53 


1952 1953 * 1951-52 
6,830 7,080 8.2 Bho 
70 73 4.5 4.3 
121 124 91 229 
1,825 1,894 S29) 3.8 
356 ok —4,2 am 
281 270 0.7 =3:9 
9,909 10,898 1.6 10.0 
2,052 2,210 —8.7 eal 
1,167 1,290 16.9 10.5 
UE PUSS) 23,839 4.8 a! 
20,191 23,300 10.4 15.4 
42,446 47,139 7.4 leet 


To overcome this deadlock, the Government is attempting 
to attract foreign capital. Early in 1953, a law on petro 
leum concessions was passed, reducing taxation and sim- 
plifying administrative procedures to encourage invest 
ment. This law establishes that the tax exemption will 
fluctuate between 3 and 13 per cent, depending upon the 
distance of the oil deposits from the ports. It enables com- 


panies to effect insurance against the drying up of de- 


for each company. In addition, the concessions may be 
returned to the State at any stage of development, without 
awaiting Government approval, as was previously the 
case. 


At the beginning of 1953 a special committee was ap- 
pointed to determine the most satisfactory solution for 
meeting the growing domestic needs for liquid fuel, and 
it was decided that the most effective policy would be to” 
obtain foreign capital. It was also proposed to suspend 
price controls once the enlargement of the fiscal refinery 
at Barrancabermeja was completed, in order to stimulate 
investments in refining and distribution. Finally, the in- 
stallation of a new refinery on the Caribbean coast to over- 


come the deficient supply of derived products was recom 
mended. 


The fiscal refinery, which is the only important one i 
Colombia, with a daily capacity of 4,500 cubic metres 
of crude petroleum, does not satisfy the domestic demand 
for all types of by-products. In 1952, it was necessary to 
import some 1,900 cubic metres daily, with an approxi 
mate value of 13 million dollars. The refinery is being 
enlarged to a daily capacity of 5.5 thousand cubic metres, 
which will permit an improvement in supply. Neverthe- 
less, if consumption continues to increase at the present 
rate of 8.4 per cent annually, towards 1955 a similar 
shortage will again occur. This fact emphasizes the need. 
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or the other refinery recommended by the committee, with 


daily capacity of 4 thousand cubi Fesethi 
ompleted in 1957, cubic metres; this could be 


| One of the principal expansion projects is that of the 
mpresa Colombiana de Petréleo, which proposes to in- 
est 56,600,000 dollars within the next three years. Ap- 
roximately 8 million dollars will be allotted to develop 
utput and the balance for enlarging the refinery and pipe- 
ne installation. In 1953, the construction of three new 
ipelines was begun in order to extend the national net- 
ork by 500 kilometres, thus improving the supply of 
erived products from Barrancabermeja to Bogota and 


ledellin. 


2. Ecuador 


In 1953, field activities continued normally and the out- 

ut of crude oil increased to 472 thousand cubic metres, 
e., a 4.4 per cent rise in relation to 1952. 
_A British company produced 75 per cent of the total 
utput. Twenty per cent was supplied by a concession 
ought by United States interests in 1951, but which had 
een in operation for a number of years. The new investors 
re exploring the deposits by drilling wells, both in new 
ectors and those currently being worked. 


Domestic consumption has maintained the same high 
ate of growth as during the past few years, and absorbs 
nereasingly larger percentages of output. Thus, it was 
ecessary to supplement domestic production with imports 
f gasoline. 


3. Mexico 


~In 1950-53, the petroleum industry intensified its ex- 
loration and drilling activities and new oil deposits were 
iscovered to increase the volume of reserves and produc- 
ive capacity. In 1953, the number of drillings reached a 
qaximum figure of 355 wells and more geological surveys 
vere made than at any previous stage of domestic develop- 
aent of petroleum deposits. As a result, proven petroleum 
eserves increased from 215 million cubic metres in 1951 
> 264 millions in 1953. However, the largest field dis- 
overed produces heavy crude petroleum, and this ham- 
ers both exports and domestic refining. Natural gas de- 
osits increased to an even greater degree and this fuel 
as been used to a greater extent in the industrial zones of 
fonterrey and central Mexico. 


_The new petroleum discoveries, principally at the 
zequiel Ord6fiez field, a southern extension of F'aja de 
ro, and in the valley of Veracruz, have alleviated the 
eserve problem, which had become acute in recent years 
wing to the growth of consumption. The results of cur- 
ent exploration indicate a further expansion of reserves 
1 the future. The prospecting of new areas (Yucatan, 
ower California and Jalisco) in search of deposits at eco- 
omic distances from the large consumption centres is 
eing continued, although at present unsuccessfully. As a 
ssult of the newly discovered deposits, productive capac- 
y in 1953 increased to 40 thousand cubic metres daily, 
hich would have permitted an output of 14 million cubic 
etres if justified by market conditions. Nevertheless, 
either the domestic market, which was stabilized at a 
ightly higher level than in 1952, nor the world market, 
ith its over-production of crude petroleum, enabled pro- 
uctive capacity to be fully utilized. 


In 1952, output was already showing signs of levelling 
off; it was 12,500 cubic metres in that year. In 1953, it 
dropped to 11.8 thousand cubic metres, a decline of 6 per 
cent, and at present there is little prospect of a recovery 
to the level of former years. In contrast, output of refined 
petroleum has risen from 9,700 cubic metres in 1952 to 
10,000 in 1953, thus meeting the slight increase in domestic 
demand as well as the greater requirements for reserves 


consequent on the construction of a large number of 
storage plants. 


In 1953, output at the Poza Rica field, which in recent 
years had been the development basis for the petroleum 
industry, was reduced by about 20 per cent. This was be- 
cause the pressure of domestic demand on output had 
been eliminated and new fields were being worked where 
production could offset a lesser extraction rate from Poza 
Rica. These output modifications between the different 
oilfields appeared to increase the share of heavy petroleum 
to the total, as well as that of residual petroleum fuel 
and other similar oils, consumption of which has been dis- 
placed by the use of diesel oil and natural gas. At the 
end of 1953, heavy crude petroleum and residual petro- 
leum constituted the main exportable surplus, adversely 
influencing the ability of the petroleum industry to com- 
pete on the smaller world market. 


In 1953, exports of crude petroleum and by-products 
maintained the low lovel of 2,300,000 cubic metres ex- 
ported in 1952, causing a decline in export revenues. In 
contrast, imports increased both in volume and value; 
these were mainly to meet the demand of the north-west- 
ern zone of Mexico and other districts far from oil wells. 
Thus, the slower rate of growth in domestic consumption 
during 1953 coincided with an apparent decline in the 
share of consumption covered by domestic output, which 
emphasized the restrictive effect on the market on output. 
Wider distribution to include the zones at present sup- 
plied by imports and refinery improvements form part of 
a programme aimed at enlarging the domestic market, 
from which approximately 80 per cent of Mexico’s petro- 
leum industry revenue is derived, and obtaining a stronger 
competitive position abroad. 


In 1953, the supply improved for some areas as a result 
of recent pipeline construction for refined products. The 
pipeline from Lagos de Moreno to Guadalajara was com- 
pleted with an initial daily capacity of 1,300 cubic metres. 
This is a continuation of the Salamanca pipeline, and forms 
part of a petroleum distribution system which, commenc- 
ing at the Salamanca refinery, will supply the zones of 
Aguascalientes, Zacatecas, Durango, Jalisco, Nayarit, 
Michoacan and other centres situated far from the oil- 
fields. To carry out this programme, it will be necessary 
to raise refining capacity at Salamanca, and extend the 
pipeline from Poza Rica. Other developments are also 
planned to permit reduced distribution costs and an im- 
provement in general supply conditions. 


The smaller demand for domestic output, and the fact 
that, since the beginning of 1953, Petréleos Mexicanos 
(Pemex) showed an excessive productive capacity, gave 
this organization an opportunity to drill a large number 
of exploratory wells, and to reduce, proportionally, the 
number of wells being exploited. A prospecting and drill- 
ing programme is planned, aimed at establishing a petro- 
leum reserve sufficient to guarantee the present rate of 
output for the next 50 years. This would entail a reserve 
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of slightly less than 640 million cubic metres. The pros- 
pecting activities envisaged under this programme will 
mainly be effected in the petroleum zones of the Isthmus 
of Tehuantepec, Tampico and of the north-west. The 
Veracruz valley will also be explored, since it apparently 
offers the best possibilities among the new zones. The rate 
of drilling, which in 1952 was 307 wells annually, and 
at the end of 1953 had reached an average of one well 
daily, must be maintained slightly below 400 wells each 
year. 


Greater refining capacity also plays an important part 
in the future Pemex programme. The capacity of the 
Salamanca refinery will be raised from 4,800 to 6,400 
cubic metres daily, to include the installation of a modern 
lubricating oil plant for completion towards the end of 
1954. Output from this plant should replace some lubricat- 
ing oil imports, which at present represent between 30 and 
25 per cent of the aggregate import value of petroleum 
products. The capacity of the Atzcapotzalco refinery 
should, in turn, be raised from 8 to 12,800 thousand cubic 
metres daily, to meet the demands of the central zone, and 
probably of other areas currently being supplied from 
Salamanca. The capacity of the Reynosa plant, which re- 
fines petroleum extracted from the new north-eastern oil 
field, will be increased to 1,100 cubic metres per day, thus 
supplying more liquid fuel to the Monterrey zone. In addi- 
tion, to meet the growing consumer demands of this indus- 
trial zone, a pipeline is being considered to stretch from 
Tampico to Monterrey. It would carry refined petroleum 
from the Gulf area, or, if required, a refinery could be 
established at Monterrey. 


Finally, one of the most important projects at present 
is the modernization of Tampico and Minatitlan refineries 
and the establishment of catalytic cracking plants there 
which would permit the extraction of a higher percentage 
of light fuels and would also enable the heavy crude oil 
from the new fields to be refined at maximum advantage. 

All this would require substantial investment. The in- 
dustry’s revenue, which, until 1952, had consisted almost 
exclusively of proceeds from sales of petroleum and by- 
products, were supplemented in 1953 by an internal loan 
of 173 million pesos in savings bonds. They were issued 
by the Patronato del Ahorro Nacional, with a 5 per cent 
rate of interest, and it is anticipated that further capital 
will be available from this source to carry out the proposed 
investment programme. 


4. Peru 


The 1952 petroleum law, whereby taxation charges were 
reduced and administrative procedures simplified, resulted 
in intense preliminary activities during 1953 in the 
Sechura desert, where a number of Peruvian and foreign 
companies are making substantial investments. The prep- 
aratory work is coming to an end, but output is not yet 
sufficient to offset the low production in other areas. As in 
the case of zones formerly exploited, no incentives have 
been given to output, and in 1953 only 26 new wells were 
drilled elsewhere. 


The companies with concessions in Sechura have begun 
to receive prospecting and drilling equipment. A United 
States company, which produces more than 70 per cent of 
Peru’s crude petroleum, was the first to start drilling 
in mid-1953. The first boring did not produce favourable 
results and was suspended, but a second attempt was made 
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at a later date. Another company abandoned its first drill- | 
ing for similar reason, but is now preparing to begin op- | 
erations again. 


The capital inflow for these activities is governed by | 
legal provisions and the oil companies have indicated | 
their intention of making full use of domestic consumer | 


> 


goods and the national skilled labour force. i 


In mid-1953, to offset increased costs, the government 
authorized price increases for gasoline and kerosene, which 
oil companies must apply for domestic consumption. 
Prices had been maintained below production costs for 
a number of years. This constituted a form of surcharge, 
since domestic consumption absorbs increasingly large 
quantities of gasoline and kerosene, in fact 70 per cent 
of all output in 1953. Nevertheless, according to the 
companies, the new prices can produce very small profits, 
which will not permit adequate capitalization. 


5. Venezuela 


World over-production of petroleum caused a read- 
justment on overseas markets, obliging Venezuela to re- 
duce crude petroleum output in 1953. The United States 
policy of restricting petroleum imports also affected Vene- 
zuela’s industry. This policy, encouraged by United States 
coal producers and independent oil companies, (that is, 
those unaffiliated to international companies) was aimed at 
strengthening the domestic position of coal and petroleum 
output in the United States. 


Through the impact of these factors, the rate of growth 
achieved by the industry during the past decade was not 
maintained. Nevertheless, the expansion of production 
facilities continued its normal trend. — 


In 1953, output of crude petroleum was 102,100,000 
cubic metres in comparison with 105 millions for the 
previous year. Production for the first two months of the | 
year dropped below the normal level for that period,? | 
as a result of the mild winter in the United States (which | 
consumes approximately 35 per cent of Venezuela’s 
petroleum) and the consequent substantial decline in the 
fuel demand for heating purposes. During the following 
months United States demand continued to be slack, and to | 
this was added the risk of a reduction in imports, thereby 
causing a voluntary contraction in output to avoid weak- 
ening the market. | 


In this connexion, during 1953 several draft bills were 
presented in the United States, either to peg import quotas 
for petroleum or to increase customs duties.* These draft 
bills were rejected by Congress, and, in addition, the 
trade agreement between the two countries was renewed 
for another year. 


| 
| 
| 
| 


In 1953, refining achieved a more stable level than 
during preceding years, and output was estimated to be 15 
per cent higher than the 1952 average, which had 
amounted to only 20,200,000 cubic metres. 


* Tn 1951 and 1952, the rearmament drive and the disappearance 
of Iranian oil from the market were reasons for the lack of a 
seasonal decline in demand. 


5 Since. most of these imports are obtained from Venezuela, 97 
per cent in the case of residual petroleum fuel, this country would 
have been very seriously affected and it is estimated that the result- 


ing drop in income would have fluctuated between 100 and 340 
million dollars. 
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Investments in 1953 were at a similar level to th 
of 1952, when they increased by more than 300 million 
dollars. Drilling activities continued a normal course in 
relation to 1952, with an average of 110 drillings, 30 of 
them for exploratory purposes. These were mainly carried 
out in the eastern oil fields of the state of Anzoategui. 


é Proven reserves remained at approximately 1,600 mil- 
lion cubic metres, or approximately sixteen years’ output 
at current levels. These reserves are limited to the zones 
defined in 1943 and 1944, when the present petroleum law 
was passed, since the Government has issued no new con- 
cessions since that date, the object being to maintain re- 
sources and carry out careful prospecting. 


The largest oil company in the country, a subsidiary of 
a United States company, completed pipeline installations 
in its oil fields, for the conservation of natural gas to be 
reinjected into the deposits in eastern Venezuela. Con- 
struction of a petroleum pipeline was also commenced 
between the Maracaibo wells and the new refinery at 
Amuay, an undertaking in which the company will invest 
approximately 20 million dollars. There are plans to 
enlarge the Amuay refinery to an additional daily capac- 
ity of 10 thousand cubic metres, at a cost of more than 
30 million dollars. The expansion of the refining capacity 
of this plant will require the installation of tanks in which 
to store 170 thousand cubic metres of petroleum. 


The principal companies, three of which produce 90 
per cent of Venezuela’s total output, have announced that 
in 1954 they will invest 300 million dollars in this indus- 


try. 
Ill. OTHER COUNTRIES 


1. Argentina 


Argentina’s Second Five-Year Plan provides for an in- 
vestment of 2,600 million pesos in the petroleum industry, 
to raise output to 6,600,000 cubic metres. In 1952, produc- 
tion had been 3,900,000 cubic metres. It is hoped to raise 
the output of natural gas to 225 million cubic metres, as 
compared with 73 millions in 1952. Investments of 1,300 
million pesos are planned in this sector. Despite these 
large-scale projects, the output at the end of the five-year 
-period would amount to only 66 per cent of estimated de- 
mand at that time. Nevertheless, considerable progress 
would have been achieved, since Argentine petroleum at 
present satisfies only 42 per cent of the consumer demand. 


In 1953, production figures reflected the impact of Gov- 
ernment planning, and crude petroleum output was 4,500, 
000 cubic metres, or an increase of approximately 15 per 
cent over the preceding year. 


Refining followed a normal course and showed an 8 
per cent rise in relation to 1952, when output stood at 


6,700,000 cubic metres. 


Excellent results have been obtained during the past 
three years at Campo Duran, situated in the province of 
Salta, where the average of 250 cubic metres per well is 
high considering that these wells have only been operat- 
ing for a short period. Recent prospecting in this field 
has been successful. Campo de Madrejones, with similarly 
rich deposits, was discovered at a distance of 15 kilometres 
from Campo Duran, while in the province of Mendoza an 
oil-well is being worked which supplies a daily average of 
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125 cubic metres. The greater output from these areas 
led to transport difficulties and made it necessary to in- 
stal a short pipeline leading to the railway. Thence, the 
petroleum is taken to the refinery at San Lorenzo, a dis- 
tance of a thousand kilometres. In mid-1953, however, 
a pipeline from Campo Duran to the San Lorenzo refinery 
and another for natural gas from the same deposit to 
Buenos Aires were sold by auction. The establishment of 
new pipelines for natural gas has increased the number 
of consumers in inland districts bordering on the line 
from Comodoro Rivadavia to Buenos Aires. 


Special mention should be made of Law No. 14,222, and 
its clauses, passed at the end of 1953; this establishes 
basic regulations for the participation of foreign capital 
in the petroleum industry. The role of capital from abroad 
in the activities of Yacimientos Petroliferos Fiscales has 
not yet been fully defined. Nevertheless, it is understood 
that foreign companies will be able to act as sub-contrac- 
tors, assuming the risks involved in exploratory activities 
and selling all output to that organization, which will re- 
main in charge of distribution and sale. This law also 
authorizes investors to withdraw foreign exchange profits 
to an amount equivalent to 8 per cent of the capital, and 
to repatriate their investments gradually after ten years. 


As regards the immediate supply of liquid fuel, a new 
agreement was signed with the USSR in August 1953, 
whereby the latter will supply Argentina with a little over 
half a million cubic metres of crude petroleum and avia- 
tion spirit, to a value of 500 thousand dollars. The agree- 
ment, valid for a year, also provide for the sale of much 
Soviet drilling equipment. The effect of these petroleum 
acquisitions from the USSR upon the composition of 
Argentine fuel imports is as yet unknown, but it is believed 
that they may replace a substantial share of petroleum 
imports payable in dollars. At’present, two-thirds of all 
Argentina’s petroleum imports are bought from the ster- 
ling area, while the balance is paid in hard currency. 


2. Bolivia 


Projects to raise Bolivia’s output were delayed during 
the first half of 1953 mainly due to difficulties in the deliv- 
ery of drilling equipment. Between January and July, 
monthly average extraction stood at 6,300 cubic metres 
(in 1952 this average was 7 thousand cubic metres). Never- 
theless, with the drilling of several wells with a high out- 
put near Camiri, production reached 12,600 cubic metres 
at the end of the year. Thus, aggregate productive capacity 
had been doubled in relation to the first quarter of 1953. 


Early in 1953, Yacimientos Petroliferos Fiscales Boliv- 
ianos signed a contract with independent United States 
interests for the exploitation of the district south of the 
Pilcomayo river, near the Argentine border. This was 
the first foreign contract to be established by this national 
organization since it was created in 1937. The contract, 
which is valid for 35 years, binds the lessee to form a cor- 
poration with a capital of 95 million dollars within a 
period of three years, and to begin extraction immediately. 
As a form of royalty, the lessee must deliver to the Boliv- 
jan organization a percentage of the gross output, varying 
between 16.5 per cent, when production is 30 cubic metres, 
and 40 per cent, when daily output is above 160 cubic 
metres. The contract also stipulates that the lessee must 
sell to Yacimientos Petroliferos the volume of petroleum 
necessary for domestic consumption, but is authorized to 
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export the surplus. In addition, the lessee has agreed to sell 
to the central bank all foreign exchange accruing from 
exports; the bank, in turn, will grant foreign exchange re- 
quired by the lessee’s corporation for its normal opera- 
tions, interest and repatriation of profits. A fixed rate of 
exchange will be applied in the two latter cases. 


In 1953, the new corporation imported equipment 
valued at more than one million dollars, to drill the first 
well in 1954. 


The railway from Corumba (Brazil) to Santa Cruz 
(Bolivia) was completed at the end of 1953, which had 
been financed by a treaty signed in 1938. Thus an outlet 
is provided for petroleum from the area north of Santa 
Cruz. Another agreement, signed in 1953, establishes the 
formation of joint companies with capital from both coun- 
tries, to exploit the areas previously prospected by a bi- 
partite commission. A treaty, also drawn up at the end of 
1953, stipulated that activities should begin with a con- 
tribution of one million dollars from each country; since 
the new railway has been completed it is believed that 
drilling will commence very shortly. Petroleum stocks 
will be exported to Brazil by way of Santa Cruz-Corumba- 
Santos, and the export revenues will at first be used to 
liquidate the Bolivian debt for the construction of the rail- 
way section recently completed. 


3. Brazil 


The outstanding event during 1953 was the creation of 
the organization entitled Petroleo Brasileiro S.A. 
(PETROBRAS), after long parliamentary debates, when 
amendments aimed at permitting the participation of for- 
eign capital in this organization were rejected. This body 
was given a monoply over the principal sectors of the in- 
dustry, and only for refining and distribution of by-prod- 
ucts are private companies in Brazil permitted to continue 
their activities. 


PETROBRAS was established with a capital of 3 thou- 
sand million cruzeiros (162 million dollars), which con- 
stitute the assets of the Consejo Nacional del Petroleo, a 
semi-government agency which, until 1953, worked the 
Bahia deposits, the only crude petroleum producing area. 
The capital will be increased to 10 thousand million cru- 
zeiros (540,500,000 dollars), up to 1957, by debenture 
issues, taxes on fuel consumption, higher import duties 
on vehicles and fuel, and the compulsory purchase of 
PETROBRAS shares by transport companies using liquid 
fuel. Furthermore, contributions will be received from 
State governments, the central bank, semi-fiscal corpora- 
tions, and certain private companies independent of for- 
eign connexions. 


The establishment of PETROBRAS has provided 
further encouragement to the efforts already made by the 
Consejo Nacional del Petroleo to develop domestic output 
and thus reduce petroleum imports, which currently sup- 
ply 98 per cent of Brazil’s requirements. In 1952. petro- 
leum purchases reached 255 million dollars, or 13 per cent 
of all imports into Brazil. Daily domestic output in 1952 
registered only 330 cubic metres, while consumption stood 
at a daily average of 20 thousand cubic metres. In 1953, 
the situation was even more acute owing to a greater short- 
age of foreign exchange and to a rise of some 20 per cent 
in imports of petroleum and derived products. One-third 
of such imports are bought from the sterling area, for 


which Brazil’s deficit of foreign exchange cannot be re- 
lieved by credit from the Export-Import Bank, given the 
nature of these loans. 


Current output from eight small oil fields near the port 
of Bahia was restricted by the small capacity of the local 
refinery. It is the only one of any importance in Brazil 
and had a daily output of 400 cubic metres until 1953, 
when capacity was doubled, permitting a corresponding 
increase in petroleum extraction. 


A large programme to establish new refineries exists. 
In the state of Sdo Paulo, the semi-state Cubatao plant, 
with a daily refining capacity of 7,200 cubic metres and 
the private Capuava refinery, with a daily capacity of 
3,200 cubic metres, will enter production in 1954. An- 
other refinery with a capacity of 1,600 cubic metres per 
day, to utilize bituminous shales found in that area, will 
also be installed in the state of Sdo Paulo, in the Paraiba 
valley. If the proposed plants in the areas of Rio Grande 
do Sul and Sao Paulo are also included, daily capacity 
would increase to 13,700 cubic metres, or nearly half the 
anticipated consumption. In 1953, the enlargement of the 
Mataripe refinery (to cost approximately 12,500,000 dol- 
lars) was authorized, to be used mainly for lubricating 
oil output. Crude petroleum from the Bahia area, which 
has a high paraffin content, is being considered for this 
purpose. 


During the year, the Consejo Nacional del Petroleo 
drilled 68 wells, of which 52 produce petroleum and 4 
natural gas. Aggregate wells drilled stood at 379, or 14 
per cent more than in 1952. Of this total, 232 produce 
petroleum, 28 natural gas and the remainder are dry. 


4. Chile 


The activities of the para-statal body, the Empresa Na- 
cional de Petréleo, maintained an upward trend. In 1953, 
estimated output was 200 thousand cubic metres, almost 
25 per cent higher than in 1952. The Chilean company 
was able to export approximately 190,000 cubic metres 
during 1953, in accordance with a contract signed between 
the company and the Administracién Nacional de Com- 
bustibles, Alcohol y Portland of Uruguay. During 1953, 
30 new wells were drilled, thus bringing the total to 122 
wells, of which 55 are productive. 


At the end of the year, the small refinery near the de- 
posits, south of the Straits of Magellan, processed a 
monthly average of 3 thousand cubic metres of crude 
petroleum. This volume, added to the natural gas obtained 
from the adjacent absorption plant, permits sufficient out- 
put of gasoline, kerosene and diesel oil to meet the needs 
of the neighbouring area. 


In Chile’s central zone, construction has continued of 
the Concon refinery, which will supply the country with 
gasoline, kerosene and a large proportion of other de- 
rivatives by the second half of 1954. Apart from refining 
imported petroleum, this plant, with a monthly capacity 
of 90,000 cubic metres, could also absorb the entire Chil- 
ean output. Up to 1954, 8 million dollars in foreign cur- 
rency had been allotted for the construction costs of this 
refinery, while approximately 500 million pesos (4.5 mil- 
lion dollars) had been spent within the country. The com- 
pany’s technicians have estimated that, until 1957, the 
refinery will permit approximately 20 million dollars of 
Chile’s foreign exchange reserves to be saved. 


Appendix 


FOREST PRODUCTION IN LATIN AMERICA 


Prepared by the Secretariat of the F ood and Agriculture 


Organization of the United Nations 


ot ) e. \@ heir ar 

Aas AAS Ya rorPiscond TeARO 7 —<—- 
t . iw 5 » radiude petr efit 

=." , je Selle dntled atned nk 3 Veg 

‘thar ut 1952. OF thie falal. R32 pam 


WiuUrn) ge nthe remaijoier ot 
ih het Gat ants to IMeIMsAe galt yd bemqerd ~~ 


7 
. i; 
sENCVY 


OF rhe j 
MST oy la AOVNoe INO) urasaalnd Radel cout ea i 
, Wy upward read ie E 
( Gg Write nif ‘rex, AL 
= She Chitra “nay 
afi ' sot ae ite ‘ 


c! «loned beeen 


Py 


' 
Nest 


Na Ho ona de “ss 
‘ : ea 


i i 
hy ntl ha 
‘ 


This text provides an over-all picture of both the actual 
d potential role which forest resources can play in the 
conomic life of the Latin-American Republics and the 
roduction, consumption and foreign trade in forest prod- 
cts. The available statistical material is probably as com- 
lete as possible, but it has serious limitations. Only a few 
untries have organized statistical offices to collect annual 
ata on production and trade in forest products. Most 
ountries have no forest inventory, although some of them 
ave begun this work using modern statistical methods. 
enerally speaking, the accuracy of trade figures is much 
igher than that of felling statistics. However, their break- 
own is not always sufficiently detailed. An improvement 
ould be made by the adoption of the Standard Interna- 
ional Trade Classification. These statistical difficulties 
ave complicated the task of describing the current posi- 
ion, but for the moment the data are reliable enough to 
escribe the salient features of the forestry situation. 


I. Forested area 


Latin America comprises an area of 1,976 million hec- 
res and is inhabited by some 156 million people. (See 
table I.) Forests cover 39 per cent of the total land area 
or 771 million hectares, amounting to 4.9 forested hectares 
per inhabitant. This figure is very high if compared with 
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the United States or Europe, where the forested areas per 
caput are only 1.6 and 0.34 hectares respectively. The 
average for the rest of the world may be estimated at 1.7 
hectares per caput. 


The fact that in nine countries about half or more of the 
land area consists of woodlands,? shows the important part 
forests play or could play in the economy of most of these 
countries. The forested area per inhabitant in Bolivia or 
Paraguay is among the highest in the world and can only 
be equalled by some Far Eastern countries. The forests 
of Brazil are among the largest in the world, rating this 
country second to the USSR, and represent about one half 
of the entire timber stands in South America. The wood- 
lands of the Amazon Basin alone are over three times as 
large as all forests in Europe. In several countries the 
forested area is not large enough to fulfil the functions of 
watershed protection and soil erosion control. This is par- 
ticularly true in Cuba, El Salvador, Haiti and Uruguay, 
where the woodland area per caput is only about half a 
hectare. (See again table I.) 


But the general features are still incomplete. In fact, 
it is only the productive forests—whether accessible or in- 
accessible—which are playing, and will play in the future, 


*In Costa Rica and Panama the proportion is over 75 per cent. 


Table I. Land use and population 


Total Forested Forested 


Total Land forested area as area per _Population® 
area area area ee capila 
Country Year (Thousands of hectares) area (Hectares) (Millions) 
AT Senta sen doe se - 1948 280,850 277,830 48,570 17 2.8 17.6 
Bolivian. tempt 1951 109,000> 108,000 51,802 48 16.7 ail 
d S51 eer Ries ee crt 1947 851,604 846,420 395,928 AT TA 53.4 
CMEC mee ehimae < 1953 T4177 74,177 16,360 22 Dell 9.9 
Colombia's eee enka e se 1950 113,916 105,941 50,0005 AT 4.4 ililegs} 
GostanRica. iin ee 1953 5,090 5,090 4,000 719 5.0 0.8 
@ubat.. Satie poss as 1947 11,655 11,000° 3,460 31 0.6 Seo 
Dominican Republic. 1947 5,007 4,900> 3,400 70 1.6 me 
Bcuadotias atest: 1947 30,000 29,5005 18,000 61 5.6 3.2 
Bij Sal vad Ong uate ss- 1953 2,075 1,959 TON On 0.4 1.9 
Gaatemala se. n.5- 0+ 1952 10,889 10,639 6,568 62 253 2.9 
EVAL Gle connate esate sae 1947 PAIEES. 2,700% 1,700> 63 0.5 Beil 
Lpkapae hei emc eee Sr 1951 In tASyal 11,000 4,873 44, Be 1.4 
IM@X3CO.f ahvos ta oe 1951 196,937 195,000  26,000> 13 1.0 26.3 
INIcaragiaien in ae 1953 14,800 13,700 6,450> By 6.5 Heth 
Pananraniaaie gaps ans Ae 1953 7,947 7,547 5,720 76 Ue 0.8 
Parapuays. bi sels sic 1953 38,719 38,719 20,906 54 14.9 1.4 
Peru ABRs. Be sate 1953 124,905 112,905 70,000 62 8.1 8.6 
Wintkenanesoone oat 1953 17,536 17,276 486 3 0.5 1.0 
Veneztiela.j.ccie--.0 ects 1951 91,205 89,890 36,500 41 7.2 yall 
OF COUNTRIES 
ier tS 2,000,208 1,964,193 771,484 39 4.9 156.5 


pe isles ae ee ee ce 


Source: Food and Agriculture Organization of the United Nations. 


= Mid-year 1951. 
b Unofficial figures. 
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an important role in the economy of the country. Owing 
to the lack of reliable data, it is at present impossible to 
estimate the exact extent of these economically valuable 
forests for the region as a whole. But it is known that of the 
26 million hectares of woodlands in Mexico, only 20 mil- 
lions are commercial forests, the remainder consisting of 
shrubs and degraded woodlands. In Paraguay, out of 21 
million hectares, some 10 millions are only small scat- 
tered stands or open land. It is believed that in Haiti only 
one third of the woodlands consist of productive forests. 
These facts must be borne in mind when considering fig- 
ures of forested areas, but there is no doubt that many 
Latin-American Republics possess immense forest wealth 
which, to date, is only potential owing to the inaccessibility 
of the stands. 


At present, there are no accurate data as to the area of 
Latin America’s coniferous forests. As a rough estimate 
it may be said that some 2 per cent of all forests consist 
solely of pure conifers and that about half all such stands 
are concentrated in southern Brazil. 


Il. Annual fellings 


From a total cut of 163.5 million cubic metres only 
20.5 millions are industrial wood; thus the share of fuel- 
wood from total output is around 90 per cent. This figure 


is extremely high compared with other regions or witl 
the world average. The share of fuelwood is estimated 
at 17 per cent in North America, 39 in Europe, 63 in Asia 
45 in Oceania, and 46 per cent for all the forests of the 
world. However, it is believed that through the introdue- 
tion of better felling and logging methods and through 
the construction of roads and railways, the share of fuel 
wood and waste in Latin America could be decreased to 70 
or 80 per cent, thus producing an additional 15 to 20 mil- 
lion cubic metres of industrial wood from the same amount 
of fellings. It is a remarkable fact that some 40 per cent 
of the industrial wood cut each year is obtained from the 
coniferous forests, when, as mentioned above, these forests | 
cover only 2 per cent of the region’s forested area. Thus 
coniferous forests are more fully utilized than the broad 
leaved stands owing to the increasing demand for coni- 
ferous wood on domestic and world markets. 


While data for industrial wood are sufficiently accurate, 
those for fuelwood frequently do not include fellings for 
the rural population and the wood destroyed by shifting — 
cultivation. No reliable data can be given for the region 
as a whole, but it is known that in Paraguay, for example, 
an additional 25 to 30 million cubic metres are burnt each 
year owing to shifting cultivation. In Chile it is estimated 
that unrecorded fellings of fuelwood due to shifting cul- 
tivation and local use are at least as high as the recorded 


cuts. (See table II.) 


Table II. Fellings of coniferous and broadleaved roundwood 


(Thousands of cubic metres (r), solid volume, without bark) 


ee ee ey 8 ere A ot 


Industrial wood 


Sawlogs, 


Fuelwood 


veneer logs Pulpwood Other Total (including Total 
and logs and industrial industrial wood for fellings tl 
Country Years for sleepers _pitprops wood wood charcoal) 
Argentina «eee 1952 2,1208 b 900 3,020 12,440 15,460 
Bolivaaeeer re ga 1952 700¢ 100¢ 200¢ 1,000¢ 3,500¢ 4,500¢ : 
Brazilbee pear crires. 1952 4,9004 205¢ 500¢ 5,605 94,000°¢ 99,605 
(Chilege tt sailed. e 1952 2,003 305 240 2,548 3,240! 9,788 
Colombiaseeeaenee 1952 2,150 150 0 2,307 6,622 8,929 
(Cogtashi cae aren: 1952 200° —° 50° 250¢ 500¢ 750¢ 
oly eee alll 1950 234 2 63 299 668 967 . 
Dominican Republic#. 1952 169 - - 169 160 329 
Ricuador an eee 1952 1934 b - 193 605 798 
Kl Salvador......... 1952 25° —° 200° 225° 1,500c 1,725¢ 
Guatemala.......... 1947 151 - il 162 300 462 
Flattiones <a 1951/52 26 - - 26 7,197 UPR 
Honduras; ae meee 1950/51 534 - 10 544 7,000¢ 7,544 
Mexi cots. eee 1952 2,380 608i j 2,988 1,120 4,108 
Nicaragua.......... 1952 150° —° 50° 200° 100° 300° 
BQN IAs sooo pean. 1952 45 - = 45 1,647 1,692 
Paraguay... cs ss, an 1951 500° -° ==0 500° 1,500¢ 2,000°¢ 
POT eet on mints 6 1952 338 1 b b 33 545 578 
URE Ay: a oe. vss 1952 66 = 12 78 930 608 
Venezuela.......... 1952 240 - 3 243 42f 285 
TOTAL OF COUNTRIES 
LISTED: erm anes 16,819 1,370 2,246 20,435 143,216 163,651 


Source: Food and Agriculture Organization of the United Nations. 


* Includes pulpwood and pitprops. 

> Included tn Salas. ue at? 

° Unofficial figure. 

¢ Excludes logs for sleepers. 

° Excludes pitprops. 

‘ Excludes unrecorded fellings for local use, 


* Roundwood for larger industries only, 


4 Includes fuelwood from brushlands and 
understories in the coffee belt. : 


‘Includes other industrial wood. ' 
i Included in pulpwood and pitprops. 
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Ill. Other factors of depletion 


Apart from these unrecorded cuttings and the wood de- 
royed by shifting cultivation, the losses through forest 
res draw heavily on the forest resources of many coun- 
ies. Although it is not possible to provide estimates for 
le entire region, information available from a number 
f countries gives the following pattern: 


A burnt imbe f 
Country anally ae A i ne pane 
(hectares) (m8) (dollars) 
a 611,000 38,633,000 11,306,918 
OM ess... 3,000 200,000 228,758 
PED AV sieve gy ge no 500 71,000 500,000 


The extent of the damage caused by forest fire for one 
ountry is illustrated by Chile, where annual reported 
ellings do not reach 6 million cubic metres and the vol- 
me burnt is more than six times as great. 


Shifting cultivation and forest fires, generally under- 
stimated in research and neglected in statistics, are often 
omplementary and represent perhaps one of the greatest 
langers to forest resources. It is hoped that all responsible 
‘overnments will recognize their effects and take the neces- 
ary action. In some Republics, forests are being depleted 
ery rapidly; for example, in Cuba the forested area repre- 
ented some 5.5 million hectares in 1919 but is now only 
5 millions. The forests in the western part of the island 
ave been destroyed so completely that it is difficult to 
ybtain even fuelwood. Elsewhere the densely populated 
egions are denuded of forests, while large tracts of virgin 
orests are to be found in other areas of the same country. 
Yne of the essential elements, upon which any country’s 
conomic policy must be based, is the proper utilization 
yf the land. A major task in several countries is the appor- 
ionment of forests and agricultural land, taking into con- 
ideration soil conservation and the stabilization of water- 
low, since these protective functions of woodlands are an 
bsolute necessity for the continuance of successful agric- 
ultural activities. 


IV. The prerequisites for better utilization 


There is no doubt that the forests of Latin America 
ould yield several times more industrial wood on the basis 
f a sustained yield than is now the case. But this goal can 
ly be attained when several conditions are fulfilled. 
firstly, a forest policy, supported by a forest law, should 
ye established in each country, with the support of public 
ypinion. In some countries efficient laws exist, as for in- 
tance in Argentina, the Dominican Republic and Mexico. 
n Brazil, Chile, Ecuador, Paraguay, Uruguay and Vene- 
uela new forest laws are under consideration. Secondly, 
in adequate Forest Service should be built up, because 
his is one of the weakest points in many countries. While 
Vlexico has 980 forest employees, of whom 120 are engi- 
1eers and $60 guards, Chile employs 100 and intends to 
nerease the number to 488. Ecuador has only 4 foresters, 
eru 5 and Paraguay 14. At all events, an efficient Forest 
Service cannot be established without trained foresters. 
‘ull professional forestry training is now available in 
vatin America at the University of Mérida in Venezuela 
ind the University of Chile in Santiago. Some supplemen- 
ary training in sylviculture is given to agricultural engi- 
1eers in Argentina, Brazil, Mexico and some other coun- 
ries. 
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_ Finally, it is of fundamental importance that the loca- 
tion, area, condition and productive capacity of a nation’s 
forests should be known through carrying out a forest 
inventory. The forests should be managed according to the 
principles of sustained and maximum yield. It is under- 
stood that under careful management the majority of the 
accessible forests could produce much more roundwood 
than at present. In Honduras, for example, approximately 
2 million hectares of pine forests have an annual growth 
of 1 to 1.5 cubic metres per hectare, but it is believed that 
with proper management these forests could produce some 
6 cubic metres per hectare annually. 


However, when considering the present and potential 
capacity of the forest resources of the twenty Republics, 
it should not be overlooked that the greater part of these 
forests are broadleaved and it is evident that most of the 
population must always depend on such species. In spite 
of the vast area of the forests now in use in certain regions 
of Latin America, only a small volume of industrial wood 
is felled; this is because only some species are cut whereas 
all others remain untouched. Some splendid forests in 
Central America, having hundreds of different species, are 
worked for mahogany alone, since the other species are not 
considered of commercial value. A report from Ecuador 
states that there are 2,410 known species in the forests, of 
which only 480 are used in various parts of the country 
and 220 in the principal towns; 23 species are known to be 
suitable for export, but in the final instance only 6 were 
exported in any volume. Yet, with few exceptions, a use 
can be found for each species. As a first step, the commer- 
cial properties must be accurately understood and markets 
for these “new” species must be found or expanded. This 
is one of the reasons why a Latin-American Forestry Re- 
search Institute has often been discussed and recom- 


mended. (See tables II and IV.) 


V. The trade in forest products 


Most exports consist of broadleaved sawlogs and sawn 
wood. (See table III.) Apart from Brazil, Chile, Mexico 
and Paraguay, exports are negligible and by no means 
contribute to the general economy of individual coun- 
tries. Furthermore, it is remarkable that the majority of 
exports are in the shape of rough roundwood or semi- 
finished, relatively cheap products, while manufactured 
goods of high value such as plywood, veneers, pulp, paper 
and paperboard are not exported owing to the lack of ade- 
quate industries. Imports, on the other hand, are mainly 
sawn softwood and products of high value. They are esti- 
mated at some 330 million dollars annually and exports 
at only 66 millions. Only Honduras and Paraguay show a 
favourable trade balance in forest products, whereas all 
other countries show a deficit. These trade figures accu- 
rately describe the forest situation in Latin America—a 
scarcity of coniferous stands as well as under-developed 
forest resources and industries. (See table IV.) 


VI. Consumption of industrial wood 


Figures are available for the apparent consumption of 
industrial wood, and a comparison of fellings with the 
export and import volume in terms of the roundwood 
equivalent. (See table V.) It is a striking fact that Latin 
America, with 39 per cent of its area covered with wood- 
lands, is on balance a lumber importing region. In terms 
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Table V. Apparent consumption of industrial wood (including wood products) 


(Thousands of cubic metres roundwood equivalent) 
a 


Exports as Imports as 


Production Round equivalent of percentage —_ percentage 
of industrial Apparent of | of apparent 
Country wood Imports Exports consumption production consumption 

ee EE eS 
Argentina. .......--.--- 3,020 3,320 30 6,310 1 53 
Boliviassisre ccever sects \a roche tererelte 1,000 F100 10 1,050 i 6 
Brazilise.c cnc totad scenes 5,605 880 Ihe) 5,315 21 17 
Chile. catcecae cinco acter 2,548 200 180 2,568 1 8 
Colombiag.. ..ceruaeeer 2,307 200 i 2,506 - 8 
Costa Rican... ase ot 250 20 40 230 16 9 
Guba ape ats cites cuderenoieks 299 730 2 1,027 1 fl 
Dominican Republic...... 169 20 7 182 4 11 
Heuad0res scarce cerdetersnip 193 40 - 233 - iy 
Hl tSalvadoreacteieete ae 22 50 - 275 ~- 18 
Guatemalavenn seed et 162 20 10 172 6 12 
Plaltisewcrececens ee ero eeaere 26 30 3 53 12 57 
Honduraste acer anerl 544, 10 240 314 4A, 3 
Mexico.etetctome-isteiciotaer © 2,988 370 440 2,918 15 13 
Nicaraoua t-te raoitei 200 5 120 85. 4 60 6 
Panama sce dete 45 30 30 45 67 67 
Paraguay aeraeteer vera cron 500 5 280 225 56 2 
Perutsescwiecmocmretecer-e 3a) 150 20 163 61 92 
Urucuayaee eer a aah 78 360 - 438 ~ 82 
Venezuclaw. ter cteteld creccicss 243 160 2 401 11 40 

TotaL 20,435 6,660 2,585 24,510 13 20 


Source: Food and Agriculture Organization of the United Nations. 


of roundwood, 2.5 million cubic metres are exported 
yearly while over 6.5 millions have to be imported for the 
needs of the population. Peru, for example, with forests 
covering 62 per cent of the land area, imports 92 per cent 
of its apparent domestic requirements, while Brazil, a 
country with substantial forest reserves, imports about one 
fifth of the domestic demand. 


This brief description of the over-all] situation of Latin- 
American forests thus indicates that the utilization of these 
natural resources has not been adequately developed. It is 
natural that each country should seek to derive in per- 
petuity, for the greater number of its people, the maximum 
benefits available from the protective, productive and ac- 
cessory values of its forests. In 1948 the Latin-American 
Forestry and Forest Products Conference at Teresépolis 
adopted a number of resolutions on the utilization, produc- 
tion and development of forest resources; these resolutions 
are still valid today. Furthermore, there can be no doubt 
of the hopeful signs of efforts being made in recent years 


for the protection and better use of Latin-American forests. 
Several new forest laws have been drafted, two new fores- 
try schools were established and Honduras has recently 
created a Forest Service. In addition, inventories on mod- 
ern lines are being undertaken and industrial projects 
studied in a number of countries.” It is very significant 
that many governments have availed themselves of tech- 
nical assistance in various phases of forestry. 


All these signs indicate that there is an increasing eco- 
nomic value of their forest resources and the necessity 
for protecting and utilizing them wisely. Some countries 
are substantially increasing the allotment of funds to their 
forest organizations in the conviction that the expenditure 
will yield high returns. 


* See Possibilities for the Development of the Pulp and Paper 
Industry in Latin America, prepared jointly by the Economic 
pone for Latin America and the Food and Agriculture 

rganization of the United Nations (United Nations publication 
1953.11.G.2) ; 
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